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per share, 73% franked, the full dividend for the fiscal year. The final
dividend will be paid on 10 October 2003.

Throughout the year, priority was placed on organic growth, improving
operational efficiencies, which lead to record shredder production and
shredder non ferrous recovery revenues, and the rationalization or disposal
of under-performing business units. Considerable time was spent examining
potential acquisition targets, principally offshore. This will continue, but
only opportunities which clearly add shareholder value will be pursued. It
is also very pleasing to report on the development of Sims Recycling
Solutions, which was profitable in its first year and provides a sound platform
.5 broaden Sims Group's focus through the processing of a broader range

of recyclables.

The Company’s commitment to the safety of its workforce and other
stakeholders again received particular attention throughout the Group, as >
we strive to achieve our target of ‘zero’ work place accidents. The result m
of our efforts was pleasing, with a 25% reduction in the Group's lost time >
injury frequency rate from 14.4 to 10.8 year-on-year, building on the 32% o 6% w.. .
reduction in the previous year. Put in context, the Group’s LTI frequency — :
rate is nearly half that of the Australian manufacturing sector. Mm €
I
o B

The Board is also committed to ensuring that Sims Group continues to
maintain the highest level of corporate governance and compliance. Partly
in response to the recently issued ASX Corporate Governance Council

Guidelines, we introduced a number of initiatives in this area during the

year. A summary of our corporate governance practices can be found
later in this report. Adherence to environmental best practices also

remained a high priority throughout our global operations.

>
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for the vear ended 30 June 2003

Your directors present their report on the consolidated entity consisting of Sims Group Limited and the entities it
controlled at the end of, or during, the year ended 30 June 2003.

THE DIRECTORS
The persons who were directors of Sims Group Limited (the “Company"”) during the whole of the financial year
and up to the date of this report are detailed on pages 20 and 21 of this annual report.

PRINCIPAL ACTIVITIES OF THE CONSOLIDATED ENTITY
Details of the principal activities of the consolidated entity during the year are addressed in the Chairman and
Group Chief Executive’s Report and in the notes to the financial statements,

110do1 jenuue anHD]SwlS

TRADING RESULTS

N
o The consolidated net profit of the consolidated entity for the year was $75.042 million.
DIVIDENDS
- The fiseal 2002 fully franked final dividend of 19 cents per ordinary share referred to in the directors’ report dated 22
August 2002 was paid on 11 October 2002. A partly franked {80%) interim dividend of 23 cents per. ordinary share for
fiscal 2003 was paid on 11 April 2003 and a partly franked {68%) fina! dividend of 31 cents per share will be paid on
10 October 2003. '
-= . . = STATE OF AFFAIRS ' = A B g
= i . The directors are:not aware of any ssgmfucant change:in the state of affairs of- the Company durmg the fmancnal year’
y other than as set out in.the Chairman and Group ChlEf Executuve S Report : - -
SUBSEQUENT EVENTS S N ;" : ( Lo .
The directors are not aware of any matter or curcumstance that has arusen smce the end of the financial year whxch will
- significantly af'fect or may significantly affect the operations of the consohdated entlty, the results of those operatlons
. or the state of affalrs of the consolidated entlty in subsequent ftnanc'al years. T ’
- . LIKELY DEVELOPMENTS o T T s

Information as to the likely developments in the operations of the consolidated entity is set out in the Chairman and
Group Chief Executive’s Report.

ENVIRONMENTAL REGULATION

The Company has licences and consents in place at each of its operating sites as prescribed by environmental laws and
regulations that apply in each respective location. More specific details on environmental practices are set out on page
18 of this annual report.

DIRECTORS AND THEIR INTERESTS AND BENEFITS

The names of the directors of the Company in office at the date of this report together with their qualifications and
experience and relevant interest in the share capital of the Company or of a related body corporate, are set out on
pages 20 and 21 of this annual report.

DIRECTORS' MEETINGS
The number of directors’ meetings and meetings of committees of directors held during the financial year and the number
of meetings attended by each director were:

—— - e e - —— s —— . ——— —
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Remuneranon packages are benchmarked to externa\ market data to ensure competltrveness and set at levels mtended
" to attract and retain executives capable of managmg the consolrdated entity's diverse global operations:.and achrevmg

b I R ECTOR S '

REPORT

for_the year ended 30 June 2003

Audit & Finance &
Board of Compliance EOHS # Remuneration Investment Disclosure Nomination
Directors  Committee  Committee Committee. Committee Committee Committee -

Meetings Held 9 4 4 4 2 1 1
Paul Mazoudier * 9 4 1
Geoffrey Brunsdon 9 4 2

Jeremy Sutcliffe 9 4 4 2 1 1
Charles Copeman 8 4

Ross Cunningham ** 9 3 2 1

Michael Feeney ) 4 4 1
* Mr Mazoudier is an ex officio member Audit & Compliance Committee.

** Mr Cunningham resigned as a member of the Audit & Compliance Committee on 30 January 2003,
# -Environmental, Occupational Health & Safety.

DIRECTORS’ AND SENIOR EXECUTIVES’ EMOLUMENTS ; B

The Remuneration Committee, consisting of two independent non-executive directors and the Group Chref Executive, :

adwses the board on remuneratron policies and practrces generally, and makes specific recommendatrons on remuneratron
ackages and other terms of employment for the éxecutive drrectors and other senior executlves i o

the Company’s strategic objectives. Executives aré pard a base level of remuneration as salary which is paid monthly.
Remuneration packages also generally include superannuation, retirement and termination entitiements, fringe benefits
and performance-related incentives.

" The Company's remuneration policies are designed to aligjn the pay of executives with the interests of shareholders by

including short and long term performance-rélated incentives. Most senior exesutives are eligible to participate in such
incentive programs. Under the Company’s short term incentive (“STI1”) plan, participating executives (which include the
executive directors) may receive a cash bonus payment annually {(“STI Bonus”), based upon meeting two criteria. The
first criterion is the PBIT return on monthly average control capital employed (“ROCCE") of the executive’s business unit
or the consolidated entity. The Remuneration Committee determines annually the minimum percentage ROCCE which
the executive's business unit or the consolidated entity must achieve in the following year before an executive is eligible
to receive a bonus based on this criterion. The second criterion is the achievement by the executive of specified personal
priorities which are relevant to meeting the Company’s business objectives.

In fiscal 2004, the Group Chief Executive can earn up to 70% of his base remuneration package as an STl Bonus split as

to between 28 % to 50%, based on ROCCE of the consolidated entity, and up to 20% based on meeting personal priorities.
The Executive Director Group Finance & Strategy can earn up to 60% of his base remuneration package as an STl Bonus split
as to between 27% to 48%, based on ROCCE of the consolidated entity, and up to 12% based on meeting personat priorities.

An executive will only be eligible to receive that portion of his or her STl Bonus linked to meeting his or her personal priorities
if the consolidated entity achieves its cost of capital in a particular financial year (12% for fiscal 2004). An executive will
not be eligible to receive any form of STI Bonus if he or she does not obtain at least an average “achieve” rating in his or
her personal priorities for that particular financial year.

Under the Company’s long term incentive {“LT1") plan, participating executives {which include the executive directors) are
eligible to receive cash payments if the average annual growth in the diluted earnings per share of the Company ("EPS
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Growth”) over rolling three year periods is between 5 and 10% per annum compound. The cash payment is pro-rated between
50% payment on achieving 5% EPS Growth up to 100% payment on achieving 10% EPS Growth, There is no payment if less
than 5% EPS Growth is achieved. A cash payment under the LTI plan is calculated based on a pre determined percentage,
depending on the seniority of the executive, of the executive’'s base remuneration (as defined in the LT) Pian). For example,
the Group Chief Executive and the Executive Director Group Finance & Strategy will be entitled to receive, at the end of a
rolling three year period, a cash payment under the LTI plan equivalent to 50% and 30% respectively of their base remuneration
package if 10% EPS growth has been achieved during that relevant period. The LTI Plan was introduced at the commencement
of the F2003 financial year, with the initial rolling three year period commencing on 1 July 2002 {the “Initial Period”). A provision
of $500,000 has been made in the financial statements for the estimated cash payment that may be payable to participating
executives under the LTI Plan following expiry of the Initial Period in respect of the financial year. No amounts have been
included in the emoluments of the executive directors and the other five specified executives of the Company referred

to below or in the remuneration of directors and executives in the notes to the financial statements in respect of cash
payments that may be paid to those persons pursuant to the LTI Pian.

G:ants of shares .and options pursuant to'Sims Group Limited Group Employee Shére and Option-Plans were suspended

. ; during the previous financial year, and replaced by the LTI Pian. Mr Sutcliffe, the Group Chiet Executive, has his own

incentive plan and the issue of options pursuant to it were also suspended, by mutual agreement, during the previous
financial year, and replaced by the LTI Plan,

. . - - S 1'!! N - fyoo . .
¢ . Executive remuneration.and other terms of employmentare reviewed annually by the Remuneration Committee having regard

; torperformance against.goa!s set at the start of the yea(;' re_levant comparative informafi_o"n :_and‘independent expert advice.

- Remuneration and other terms of employment for the Group Chlef Executwe and certam other semor executives are.
) formahsed in service agreements -

e PV

T . o [N -

Non-executive directors récéive an annual fee for théir'services as determined by the board within the maximum amount
approved by the shareholders from time to time. Noﬁ-e'xecutiv_e directors do not receive additional fees for serving on
board committees. On retirement, the directors receive a payment based on their years of service. The amount provided
in the financial statements far these retirement benefits at the end of the financial year amounted to $1,360,000. On 13
June 2003, the board resolved to grandfather the operation of this scheme for existing directors and to not allow new
directors to join the scheme. Remuneration of non-executive directors and their terms of office are governed by the
Company's constitution and not by contract.

Details of the nature and amount of each element of the emoluments of each director of Sims Group Limited and the
other specified executives of Sims Group Limited and the consolidated entity receiving the highest emoluments are set

out in the following tables:

Non-executive directors of Sims Group Limited

Accrued
Base retirement
’ Fee = Superannuation  Total  allowance
Name AS AS AS AS
P K Mazoudier - Chairman 160,000 14,400 174,400 592,000
G N Brunsdon 76,000 6,750 81,750 210,000
A C Copeman 75.000 - 75,000 279,000

J M Feeney 76,000 8,750 81,750 279,000
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Executive directors of Sims Group Limited

Base Superannuation
Sa!ary ' Bonu‘s' & other benefits Total
Name AS AS A% AS
J L Sutcliffe - Group Chief Executive 556,301 519,000 164,417 1,239,718
R B Cunningham - Executive Director Group Finance
& Strategy 419,854 328,000 126,146 874,000

Other Executives of Sims Group Limited and the Consclidated Entity

Pension/

Base Superannuation

Salary Bonus & other benefits Total
Name - “AS Ag AS AsS
C R Jansen - President - USA . 646,407 590,081 140,369 1,376,857
D R McGree - Group Executive General Manager - Australasia 330,613 . - 196,000 104,767 . 631,380
W T Bird - Managing Director - Metals Recycling - UK . 31174 108,109 ' 78,990 - .499,840
G De;\{y Managing Director - Sims Recycling ) ) ‘ ) . ) :

" Solutions - Europe & North America  * ¢ -371,741 109,109 78990 - - 489,840

RR Brown General Manager - NZ - S 221,374 © 88,000 89496 379,370

‘Other Executwes are those senior officers involved:in setting the strateglc direction of the Company and its .
controlled entities. : : C ot o . S R

SHARE OPTIONS GRANTED TO DIRECTORS AND OTHER EXECUTIVES
No options were issued during or since the end of the financial year to any of the d|rectors or Other Executives
of the Company and the consolidated entity referred to above. ‘

SHARES UNDER OPTION
Unissued ordinary shares of Sims Group Limited under option pursuant to the Sims Group Limited Group Employee
Option Plan and Mr Sutcliffe’s incentive plan (as detailed below) at the date of this report are as follows:

Number Issue Price of Shares A% Expiry Date

70,000 6.54 1 September 2003
53,508 6.46 16 November 2003
10,000 6.38 30 November 2004

193,798 6.75 28 March 2007

193,798 options were issued on 28 February 2002 to Mr Sutcliffe on his appointment as Group Chief Executive of the
Company and pursuant to his incentive plan. The number of options granted was determined by dividing an amount
equal to 50% of the base remuneration of Mr Sutcliffe by the aption value as at the date of the grant. The option value
was determined by reference to the so-called Black-Scholes option pricing model. Factors taken into account by that
model include the exercise price, the term of the option, the current price and expected price volatility of the underlying
share, the expected dividend yield and the risk-free interest rate for the term of the option. The options granted to Mr
Sutcliffe are exercisable (subject to vesting under a performance hurdle formula based on the total shareholider return of
the Company as measured against an S&P/ASX200 related “peer” group of companies at certain specified times in the
future) at any time from 28 February 2005 until 28 March 2007. Mr Sutcliffe is also entitled to 40,014 “phantom options”
with the same terms and conditions as the 193,798 options expiring 28 March 2007. The “phantom options” entitle Mr
Sutcliffe to receive from the Company a cash payment equivalent to any profit that would have been made by Mr Sutcliffe
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in respect of the “phantom options”, if exercised at any relevant time and the shares arising therefrom contemporanecusly
sold. The aggregate value of the aoptions and the “phantom options” granted to Mr Sutcliffe were valued at $325,000 at

the date of issue.

Other than the 193,798 options expiring 28 March 2007, the above options are exercisable at any time prior to the expiry
date. No option holder has any right under the options to participate in any other share issue of the Company or of any
other entity. 2,401,492 ordinary shares of Sims Group Limited were issued during the financial year and up to the date of
this report, as a result of the exercise of options issued under the Sims Group Limited Group Empioyee Option Plan.

INDEMNIFICATION AND INSURANCE OF OFFICERS

During the year, the Company paid a premium of $82,606 in respect of a contract insuring all directors and executive officers
of the Company {and/or any subsidiary companies in which it holds greater than 0% of the voting shares), including
directors in office at the date of this report and those who served on the board during the year, against liabilities that may
arise from their positions within the Company and its controlled entities, except where the liabilities arise out of conduct
involving a lack of good faith. The directors have not mcluded details of the nature of the liabilities covered as such
disclosure is pronibited under the terms of the contract ' o

ROUNDING OF AMOUNTS TO NEAREST THOUSAND DOLLARS
The amounts in the financial statements, where appropriate and unless otherwise stated, have been rounded off
to the nearest thousand dollars in accordance with ASIC Class Order 98/0100.

For and on behalf gf the board:

P K Mazoudier J L Sutcliffe
Chairman Group Chief Executive

Sydney 28 August 2003
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
Notes $'000 $000 $°000 $°000
Revenue from ordinary activities 2 1,609,512 1,422,934 655,563 528,289
Expenses from ordinary activities 3iii) {1,495,411) {1,345,287) (611,928} {496,043)
Borrowing costs expense 3(i) (3,955) (7,214) {194) (32)
Share of net profit of associates
accounted for using the equity method 24 1,832 775 - -
Profit from ordinary activities before
income tax expense 111,978 71,208 43,441 32,214
Income tax expense relating to ordinary activities 4 ° {36,936) (22,649} {13,481) (8,615)
Profit from ordinary activities after
related income tax expense ' 75,042 48,559 29,960 23,599
Net profit attributable to outside equity interest (34) - -
Net profit attributaplé to . :
members of Sims Group Limited 18(i) 75,042 48,5625 29,960 23,599
Net increase in asset revaluation reserve 16(i) - 10,951 -
Net exchange differences on translation of
financial reports of foreign controlled entities 16t -, (12,919) (3,325)
Total revenues, expenses and valuation
adjustments attributable to members of Sims
Group Limited recognised directly in equity (12,918} 7.626 -
Total changes in equity attributable to
members of Sims Group Limited other than
those resulting from transactions with owners
in their capacity as owners 62,123 56,151 29,960 23,5699
Cents Cents
Basic earnings per share 28 82.2 54.0
Diluted earnings per share 23 82.2 53.0

The above statements of financial performance should be read in conjunction with the accompanying notes.
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The above statements of financial position should be read in conjunction with the accompanying notes.

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
Notes $'000 $'000 $'000 $'000
Current assets
Cash assets 29 78,617 71,202 49,058 56,459
Receivables 131,623 154,608 40,935 37,229
Inventories 88,582 75,905 48,454 35,811
Other 9 9,220 4,139 3,193 1,642
Total current assets 308,042 305,854 141,640 131,141
Non current assets
Receivables 5 2,870 4,350 27,832 13,788
Investments accounted for
using the equity method 7 - 5,603 4,090 138 138.
Other financial asséts 7 - - 198,025 ' 198,025
Property, plant and equipment 8 206,104 221,132 51,278 45,773
Deferred tax assets . 9 10,446 6,844 5,864 3,766
Intangible assets 10 55,428 76,473 4,254 4,005
" Total non curent assets 280,351 312,889 287,393 265,496
Total assets 588,393 618,743 429,033 396,637
Current liabilities
Payables ’ 11 140,758 129,534 45,372 38,393
Current tax liabilities 13 12,793 11,146 8,802 4,382
Provisions £t 14 9,514 27,221 6,503 23,481
Total current liabilitiés 168,065 167,901 60,677 66,256
Non current liabilities
Payables 11 - - 95,061 85,787
Interest bearing liabilities 12 8,292 94,052 - -
Deferred tax liabilities 13 7,638 8,060 2,815 2,368
Provisions 14 7,528 8,892 6,801 4,516
Total non current liabilities 23,358 112,004 104,677 92,671
Total liabilities 191,423 279,905 165,354 158,927
Net asseots 396,970 338,838 263,679 237,710
Equity
Parent entity interest
Contributed equity 15 236,831 219,603 236,831 219,603
Reserves 16 9,917 22,836 - -
Retained profits 16 150,222 96,399 26,848 18,107
Total equity 396,970 338,838 263,679 237,710
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
Notes . $'000 3000 $°000 $'000
Cash flows from operating activities
Receipts from customers
{inclusive of goods and services tax) 1,661,204 1,463,823 674,575 544,042
Payments to suppliers and employees
(inclusive of goods and services tax) (1,501,404) {1,333,836) (640,523) (485,889}
159,800 129,987 34,052 58,153
Interest received 1,756 1,778 2,154 1,964
Borrowing costs {3,955) (7,214) {194} (32)
Income taxes paid {30,594) (21,340) 8,618) (11,397)
Net cash inflow from operating activities 29 127,007 103,211 27,394 48,688
Cash flows from investing activities
Payments for property, plant and equipment (36,243) (28,399) (13,782) {(10,309)
Payments for other investments (464) - (464)
Net proceeds from sale of controlled entities 23 23,321 1,938 - 1,997
Proceeds from sale of other investments 356 356 -
Proceeds from insurance claim
re plant and equipment 742 1,148 - -
Proceeds from sale of property, ) )
plant and equipment 3,112 4,732 234 514
Net cash outflow from investing activities {9,176) (20,581) {13,656} {(7,798)
Cash flows from financing activities A AT
Proceeds from borrowings 70,409 68,951 1,143 3,000
Repayment of borrowings {158,547) {97.520) (1,143) (3.000)
Proceeds from issue of shares 17,228 7,413 17,228 7,413
Dividends paid (38,367} (30,430) (38,367) {30,430)
Net cash outflow from financing activities {109,277} {51,586} {21,139) (23,017)
Net increase / {decrease) in cash held 8,554 31,044 (7,401) 17,873
Cash at the beginning of the financial year 71,202 39,850 56,459 38,586
Effects of exchange rate changes on cash {1,139 308 - -
Cash at the end of the financial year 29 78,617 71,202 49,068 56,459

The above statements of cash flows should be read in conjunction with the accompanying notes.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

b

This general purpose financial report has been prepared in accordance with Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent issues Group Consensus Views and the
Corporations Act 2001.

It is prepared in accordance with the historical cast convention, except for certain assets which, as noted, are at valuation.
Unless otherwise stated, the accounting policies adopted are consistent with those of the previous year. Comparative
information has been reclassified where necessary to ensure comparability with the current reporting period.

a) Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all entities controlled by Sims Group
Limited {formerly Simsmetal Limited) {"Company"” or “parent entity”) as at 30 June 2003 and the results of all controlled
entities for the year then ended. Sims Group Limited and its controlled entities together are referred to in this financial
report as the consolidated entitv, The effects of al) transactions betwiéh- entities in the consolidated entity are eliminated
in full. Outside equity interests in the results and equity of controlled entities are shown separately in the consolidated
statement of financial performance and statement of financial position respectively.

Where control of an entity is obtained during a financial year, its results are included in the consolidated statement of
financial performance from the date on which control commences. Where control of an entity ceases during a financial
year its results are included for that part of the year during which control existed. ’

Investments in associates afe accounted for in the consolidated financial statements using the equity method. Under
this method, the consolidated entiiy’s share of the post acquisition profits or losses of associates is recognised in the
consolidated statement of financial performance, and its share of post acquisition movements in reserves is recognised

in consolidated reserves. The cumulative post acquisition movements are adjusted agamst the cost of the investment.
Associates-are those entities over which the consolidated entnty exercises significant influence but not control.
Revaluation of non current assets )

Subsequent to initial recognition as assets, land and buildings are measured at fair value being the amounts for which
the assets could be exchanged between knowledgeable willing parties in an arm’s length transaction. Revaluations
are made with sufficient regularity to ensure that the carrying amount of each piece of land and each building does not
differ materially from its fair value at the reporting date. Annual assessments of the fair values are made by the directors.
These are supplemented by independent assessments at least every three years.

—

Revaluation increments are credited directly to the asset revaluation reserve, except that, to the extent that an increment
reverses a revaluation decrement in respect of that class of asset previously recognised as an expense in net profit or
loss, the increment is recognised immediately as revenue in net profit or loss.

Revaluation decrements are recognised immediately as expenses in net profit or lass, except that, to the extent that a
credit balance exists in the asset revaluation reserve in respect of the same class of assets, they are debited directly to
the asset revaluation reserve.

Revaluation increments and decrements are offset against one another within a class of non current assets, but not otherwise.

Potential capital gains tax is not taken into account in determining revaluation amounts unless it is expected that a
liability for such tax will crystallise.

Revaluations do not result in the carrying value of land or buildings exceeding their recoverable amount.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

¢) Foreign currency translation S .

d

f)

g

)

Translations denominated in a foreign currency are converted at the exchange rate at the date of transaction. Foreign
currency receivables and payables at balance date are translated at exchange rates at year end. Exchange gains and
losses are brought to account in determining the profit or loss for the year. The consolidated entity enters into forward
foreign exchange contracts and option contracts to buy and sell specified amounts of foreign currencies in the future
at pre-determined exchange rates. These contracts are entered into 1o hedge future sale and purchase transactions.
Exchange gains, losses and costs arising on forward foreign exchange and option contracts entered into as hedges

of future transactions are deferred and included in the determination of the amounts at which the transactions are
brought to account. The net amounts receivable or payable under the hedging transaction are also recorded in the
statement of financial position. Any gains or losses arising on the hedging transaction after the recognition of the
hedged purchase or sale are included in the statement of financial performance.

Assets and liabilities of self-sustaining overseas controlled entities {refer note 23) are translated at exchange rates
existing at year end, while revenues and expenses are translated at the average rates ruling during the year.
Any exchange gain or loss arising on translation is taken directly fo a foreign currency transiation reserve.

Upon disposal or partial disposal of a self sustamlng foreign operation the balance of the foreign currericy translation
reserve relating to the operatvon or the part dnsposed of, is transferred to retained profits.

Inventories .

Inventories are valued at the Iower of cost and net reahsable value. Costs of fmlshed goods and raw materials are
determined on a consistent basis using the FIFO basis. Cost comprises direct materials, direct labour and an appropriate
proportion of fixed and variable overhead expenditure, the latter being allocated on the basis of normal operating capacity.

Depreciation of property, plant and equipment

m‘Property, plant and equipment, cther than freehold land, are depreciated over their g)_gp%_g:ltgc_i"yvsgful life, using reducing

-~

balance or straight line methods as appropriate. Leasehold improvements are written off over the period of the lease
or expected useful life, whichever is shorter.

The expected useful lives are as follows:
Buildings 25-40 years
Plant and equipment  3-14 years

Profits and losses on disposals of property, plant and equipment are taken into account in determining the profit for the year.

Goodwill

Where an entity or operation is acquired, the identifiable net assets acquired are measured at fair value. The excess of
the fair value of the cost of acquisition over the fair value of the identifiable net assets acquired, including any liability
for restructuring costs, is brought to account at cost and is amortised on a straight line basis over the period of the
expected benefit, with a8 maximum amortisation period of 20 years.

Leased non current assets

Leases entered into by the consolidated entity under which all the risks and benefits of ownership are effectively
retained by the lessor are classified as operating leases. Operating lease payments are charged to expense over the
period of expected benefits.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

h} Financial assets and liabilities

Unless otherwise stated financial assets and liabilities are carried at net fair value and settled on normal trading terms.

A provision is raised for any doubtful debts based on an ongoing review of all outstanding amounts. Bad debts are
written off during the period in which they are identified.

The consolidated entity’s exposure to credit risk is generally the carrying amount of financial assets net of any provision
for doubtful debts.

Monetary financial assets and liabilities not traded in an organised financial market, being trade debtors, trade
accounts payable, accruals and dividends payable, are valued on a cost basis (which approximates net market value).

Employee entitlements .

The amounts expected to be paid to employees for their pro-rata entitlement to annua! leave are accrued annually
at expected remuneration rates. A liability for long service leave is recognised, and is measured as the present value
of expected future payments to be made in respect of services provided by employees up to the reporting date.
Consideration is given to expected future wage and salary levels, experience of employee departures and periods of
service. Expected future payments are discounted using interest rates on national government guaranteed securities
with terms to maturity that match, as closely as possible, the estimated future cash outfiows. Employee benefit on
costs, including payroll tax, are recognised and included in employee benefit liabilities and costs when the employee
benefits to which.they relate are recognised as liabilities. Contributions to defined benefit and other employee
superannuation plans are charged as an expense as the contributions are paid or become payable.

Liabilities for termination benefits, not in connection with the acquisition of an entity or operation, are recognised when
-a detailed plan for the terminations has been developed and a valid expectation has been raised in those amployees affected
that the terminations will be carried out. The liabilities for termination benefits, which are all expected to be settled within
12 months, are recognised in other creditors and measured at the amounts expected to be paid when they are settled.

A liability for employee benefits in the form of bonus plans Is recognised in other creditors. This liability is expected
to be settled within 12 months and is measured at the amount expected to be paid when it is settled.

Equity based compensation benefits are provided to employees via the Sims Group Limited Group Employee Option
Plan and the Sims Group Limited Employee Share Ownership Plan. Information relating to these schemes is set out
in note 21(ii). No actounting entries are made in relation 10 the employee option plan until options are exercised, at
which time the amounts receivable from employees are recognised in the statement of financial position as share capital.
Amounts ient to employees through the employee share plan are included in receivables and dividends paid on the
shares are used to reduce the related loan balance.

Revenue recognition

Sales revenue represents revenue earned from the sale of the consolidated entity’s products and services, net of returns,
trade allowances and duties and taxes paid. Sales revenue is recognised when the goods have been despatched

10 a customer pursuant to a sales order and associated risks have passed to the carrier or customer. Fees received for
recycling refrigerators are brought to account as explained in note 11.

Other revenue includes interest income on short term investments, proceeds on the disposal of prcperty, plant and
equipment and in the case of the parent entity, dividends received from controlled entities.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

k)

Income tax

Tax effect accounting procedures are followed whereby the income tax expense in the statement of financial performance
is matched with the accounting profit after allowing for permanent differences. The future tax benefit relating to tax
losses is not carried forward as an asset unless the benefit is virtually certain of realisation. Income tax on cumulative
timing differences is set aside to the deferred income tax or the future income tax benefit accounts at rates which are
expected to apply when those timing differences reverse.

No provision has been made for additional taxes which could become pavyable if certain reserves of the overseas controlled
entities were to be distributed as it is not expected that any substantial amount will be distributed from those reserves.

No provisions have been made for any taxes on capital gains which could arise in the event of a sale of non current assets
for the amounts at which they are stated in the financial statements as it is not expected that any such liability will arise.

Joint ventures . . . : )

Where the consolidated entity has.entered into unincorporated joint ventures, the financjal statements include the
consolidated entity’'s proportionate interest in the assets and liabilities of those joint ventures under the relevant statements
of financia!l position headings. -«

m) Cash flows

n}

o}

For purposes of the statements of cash flows, cash mcludes deposits at call which are readily convertible to cash
on hand and are subjectto an insignificant risk of changes in value, net of outstanding bank overdrafts.

Earnings per share
Basic earnings per share is determined by dividing the net profit after income tax attributable to members of Sims Group

“Limited, excluding any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary _ -

shares outstanding during the financial year, adjusted for bonus elements in_ordinary shares issued during the year.:’

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into
account the after income tax effect of interest and other financing costs associated with dilutive potential ordinary
shares and the weighted average number of ordinary shares assumed to have been issued for no consideration in
relation to dilutive potential ordinary shares.

Dividends
Provision is only made for the amount of any dividend declared, determined or publicy recommended by the directors
on or before the end of the financial year but not distributed at balance date.

Change in accounting policy for providing for dividends

The above policy was adopted with effect from 1 July 2002 to comply with AASB 1044 Provisions, Contingent Liabilities
and Contingent Assets released in October 2001 and applied to the financial year ended 30 June 2003. in previous
years, in addition to providing for the amount of any dividends declared, determined or publicly recommended by the
directors on or before the end of the year but not distributed at balance date, provision was made for dividends to be
paid out of retained profits at the end of the year where the dividend was proposed, recommended or declared between
the end of the year and the completion of the financial report,
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

An adjustment of $17,148,000 was made against the retained profits at the beginning of the financial year to reverse the
amount provided at 30 June 2002 for the proposed final dividend for the year ended on that date that was recommended
by the directors between the end of the financial year and the completion of the financial report. This reduced the current
liabilities - provisions and total liabilities at the beginning of the year by $17,148,000 with corresponding increases in
net assets, retained profits, total equity and the total dividends provided for or paid during the current financial year.

The restatements of retained profits, total dividends provided for or paid during the financial year and current provisions
set out below show the information that would have been disclosed had the new accounting policy always been applied.
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w CONSOLIDATED PARENT ENTITY
© 2003 2002 2003 2002
$'000 $'000 5000 $'000
o {restated) {restated) (restatedl (restated)
* Restatement of retained profits i : ' T e
Previously reported retained profits at the end
of the previous financial year 96,399 80,353 18,107 26,987
Change in accounting policy for providing for dividends 17,148 15,099 17,148 15,099
Restated retained profits at the begmmng
of the financial year ‘ ‘ " 113,547 95,452 35,255 42,088
Net profit attributable to members of Sims Group Limited 75,042 48,525 29,960 23,598
Tota!l available for appropriaiion 188,589 143,977 65,215 65,685
Dividends provided for or paid (38,367) {30,430) (38,367) {30,430)
Restated retained profits at the end of the financial year 150,222 113,547 26,848 35,255
Restatement of total di\}ideﬁds provided for or paid
Previously reported total dividends provided for
or paid during the financial year 38,367 32,479 38,367 32,479
Adjustment for change in accounting policy N "L (2,049) - (2,049)
Restated total dividends provided for or paid during
the financial year 38,367 30,430 38,367 30,430
Restatement of current liabilities - provisions (note 14)
Previously reported carrying amount at the
end of the financial year 9,514 27,221 6,503 23,481
Adjustment for change in accounting palicy - (17,148} - (17,148)
Restated carrying amount at the end of the financial year 9,514 10,073 6,503 5,333

Recoverable amount of non current assets
The recoverable amount of an asset is the net amount expected to be recovered through the cash inflows and outflows
arising from its continued use and subsequent disposal.

p

Where the carrying amount of a non current asset is greater than its recoverable amount, the asset is written down
to its recoverable amount. Where net cash inflows are derived from a group of assets working togsther, recoverable
amount is determined on the basis of the relevant group of assets. The decrement in the carrying amount is recognised
as an expense in the net profit or loss in the reporting period in which the recoverable amount write-down occurs.

The expected net cash flows included in determining recoverable amounts of non current assets are not discounted
to their present values using a market-determined, risk-adjusted discount rate.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)

q) Acquisition of assets

r)

s)

t)

u

The purchase method of accounting is used for all acgquisitions of assets. Cost is measured as the fair value of the
assets given up, shares issued or liabilities undertaken, at the date of acquisition, plus incidenmal costs directly attributable
to the acquisition. Transaction costs arising on the issue of equity instruments are recognised directly in equity.

A liability for restructuring costs is recognised as at the date of acquisition of an entity or part there of when there is a
demonstrable commitment to a restructuring of the acquired entity and a reliable estimate of the amount of the liability
can he made.

Goodwill is brought to account on the basis described in note 1(f).

Receivables
All trade debtors are recognised at the amounts receivable as they are generally due for settiement no more than
90 days from the date of recognition.

Collectability of trade debtors is reviewed on an ongoing basis. Debts which are known to be uncollectable are written
off. A provnsmn for doubtful debts is ransed when some doubt as to collection exists.

Trade and other creditors
These amounts represent fiabilities for goods and services provided to the consclidated entity prior to-the end ofthe
financial year and which are unpaid. The amounts are unsecured and are usually paid within 30 days of:recognition.

Interest bearing hiabilities .
Loans are carried at their principal amounts which represent the present value of future cash flows associated with
servicing the debt. Interest is accrued over the period it becomes due and is recorded as part of other creditors.

Derivative financial instruments Cew e
The consolidated entity enters into forward foreign exchange cantracts and interest rate swap agreements.

The accounting for forward foreign exchange contracts is in accordance with note 1{c).

The net amount receivable or payable under interest rate swap agreements is prograssively brought to account over
the period to settlement. The amount recognised is accounted for as an adjustment to interest and finance charges
during the period and included in other debtors or other creditors at each reporting date.

When an interest rate swap is terminated early and the underlying hedged transactions are still expected to occur as
designated, the gains or losses arising on the swap upon its early termination continue to be deferred and are
progressively brought to account over the period during which the hedged transactions are recognised.

When an interest rate swap is terminated early and the underlying hedged transactions are no longer expected to oceur
as designated, the gains or losses arising on the swap upon its early termination are recognised in the statement
of financial performance as at the date of termination.
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NOTE 1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

v) Rounding of amounts
The Company is of a kind referred to in Class Order 98/0100, issued by the Australian Securities and Investments
Commission, relating to the “rounding off” of amounts in the financial report. Amounts in the financial report have
been rounded off in accordance with that Class Order to the nearest thousand dollars, or in certain cases, to the
nearest dollar.

w) Change in accounting policy for translation of foreign currency contracts
An asset or liability arising under a foreign currency contract where the exchange rate for that asset or liability is fixed
in that contract is recognised and translated using that fixed exchange rate. The net gain or loss arising from a foreign
currency contract which is classified as a hedge is deferred and recognised in the statement of financial position.

The above policy was adopted with effect from 1 July 2002 to comply with AASB 1012 Foreign Currency Translation
released’in November 2000 and applied to annual reporting periods béginning on or after 1 January 2002." In prévious
pericds, the net gain or loss arising from foreign currency contracts (described above) outstanding at the end of the
reporting period was not recognised as an asset or liability in the statement of financial position.

The change in the accounting policy would have resulted in an increase of $13,029,000 in the consolidated carrying
amount of other current assets and $3,938,000 in the consolidated carrving amount of other non current assets at

30 Juhe 2002, with a correspondmg increase in the consolidated current and non current payables of $13,029,000 and
$3,938,000 respectively. The change had no effect on revenues or expenses in the statement of financial performance.

The restatements of consolidated Other Current and Non-current Assets, Current and Non-current Payables below
show the information that would have been disclosed had the new accounting policy always been applived.

CONSOLIDATED
2003 2002
g $000 $'000
(restated) {restated)
Restatement of current assets - other
Previously reported carrying amount at the end of the financial year 9,220 4,139
Adjustment for change in accounting policy - 13,029
Restated carrying amount at the end of the financial year 9,220 17.168
Restatement of non current assets - other
Previously reported carrying amount at the end of the financial year - -
Adjustment for change in accounting policy - 3,938
Restated carrying amount at the end of the financial year - 3,938
Restatement of current liabilities - payables
Previously reported carrying amount at the end of the financial year 140,758 129,534
Adjustment for change in accounting policy - 13,029
Restated carrying amount at the end of the financial year 140,758 142,563
Restatement of non current liabilities - payables
Previously reported carrying amount at the end of the financial year - -
Adjustment for change in accounting policy - 3,938

Restated carrying amount at the end of the financial year - 3,938
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NOTE 2. REVENUE

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $'000 $°000 $'000
Revenue from operating activities
Sale of goods 1,578,713 1,409,220 652,819 523,322
Revenue from outside the operating activities
Interest 1,756 1,778 2,154 1,964
Insurance claims re plant and equipment 742 1,148 - -
Proceeds from sale of property, plant and equipment 3,112 4,732 234 514
Proceeds from sale of controlled entity 23,551 1,997 1,997
Proceeds from sale of other investments 356 - 356
Other ) 282 4,089 - 492
29,799 13,714 2,744 4,967
Revenue from ordinary activities {excluding share of
equity accounted net profit of associates} 1,609,512 1,422,934 655,563 528,289
‘NOTE. 3. PROFIT FROM ORDINARY ACTIVITIES
(i} Profit from ordinafy activities before income
tax expense includes the following specific
expenses and net gains:
Expenses AR
Cost of sales ) - 1,064,779 897,518 456,414 366,419
" Amortisation of goodwill " 79186 6,191 218 269
Depreciation and amortisation:
Buildings 1,638 1,603 148 85
Leasehold Improvements 666 309 3 3
Plant and Equipment 27,336 29,916 8,032 8,265
Rental expense on operating leases 8,903 9,050 1,993 2,045
Bad debts written off 2,744 441 146 37
Provision for:
Employee entitiements 8,483 6,491 4,951 3,925
Doubtful debts (1.427) 4,472 7 164
Environment compliance {796) - (4,045)
Other 590 944 590 944
Defined benefit superannuation expense 3,242 3,672 1,319 1,507
Net losses on sale of property, plant and equipment 399 - - 3
Net losses on foreign currency transactions - 47 - 43




(enuue JNOYOSWIS

1Jodaeal

4 4

N O T E S

FINANCIAL STATEMENTS

NOTE 3. PROFIT FROM ORDINARY ACTIVITIES (continued)

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Net gains
Net gain on insurance claims re plant and equipment 414 1,038 - -
Net gain on foreign currency transactions 24 - 3 -
Net gain on sale of controlled entity - 1,673 - 1,516
Net gain on sale of other investments 356 - 356
Net gain on sale of property, plant and equipment 684 1,276 141
Interest
Interest received :
Related parties 44 - 452 496.. . ..
Other corporations 1,712 1,778. B 1,702 1,468
1,756 1,778 2,154 1,964
Interest paid :
Other corporations 3.855 7,214 194 32
Net interest paid / (received) 2,199 5,436 {1,960} (1,832)
S $ $ $
(i) Remuneration of auditors
Amounts received, or due and receivable, for:
Auditing and reviewing the financial reports of the
entities in the consolidated entity
By the auditor of the parent entity 138,000 124,000 132,000 118,500
- By related practices of the auditor of the parent entity 248,096 296,885 - -
386,096 420,885 132,000 118,500
Other assurance and taxation services
Other audit services
By the auditor of the parent entity 62,500 46,000 62,500 46,000
By related practices of the auditor of the parent entity - 21,251 - 21,251
62,500 67,251 62,500 67,251
Taxation services
By the auditor of the parent entity 105,989 104,292 95,550 98,685
By related practices of the auditor of the parent entity 24,098 25,656 - -
130,087 129,948 95,550 98,685
578,683 618,084 290,050 284,436
Auditing and reviewing the financial reports of joint
ventures and other entities in the consolidated entity
By auditors other than the auditor of
the parent entity or its related practices 33,996 33,364 33.996 33,364
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NOTE 3. PROFIT FROM ORDINARY ACTIVITIES (continued)

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $'000 $°000 $000
(ili} Expenses from ordinary activities
Raw materials and finished goods
included in cost of sales 961,255 828,742 427,000 342,164
Freight expense 190,787 157,663 65,433 55,222
Employee benefits expense 142,761 138,590 59,000 46,789
Depreciation and amortisation expense 36,796 38,018 8,398 8,622
Repairs and maintenance expense 51,459 48,158 15,847 11,429
Other expenses from ordinary activities 112,353 134,115 36,250 31,817
1,495,411 1,345,287 611,928 496,043
NOTE 4. INCOME TAX
{a) The income tax expense for the financial year
differs from the amount prima facie calculated on
the profit. The differences are reconciled as follows:
Prima facie tax expense on profit from ordinary
activities at rates applicable in the countries of source 34,641 22,185 13,032 9,664
Tax effect of permanent differences N
Research and development - " 655 -
Non deductible amortisation and depreciation 1,303 1,163 205 70
Capital loss on sale of shares in a controlled entity - (445) (445)
Other non deductible expenditure and losses 488 201 399 120
Income tax adjusted for permanent differences 36,432 23,659 13,636 9,409
Utilisation of group tax losses (265) - -
{Over)/under provision in prior years 504 {745) {155) (794)
Income tax expense 36,936 22,649 13,481 8,615
{b} The directors estimate that the potential future
income tax benefit at 30 June 2003 in respect
of tax losses not brought to account is: 1,850 2,020 - -

The benefit for the tax losses will only be obtained if:

(i} the consolidated entity derives future assessable income of a nature and of an amount sufficient to enable the
benefit from the deductions for the losses to be realised, or
{ii) the losses are transferred to an eligible entity in the consolidated entity, and
{iii) the consolidated entity continues to comply with the conditions for deductibility imposed by UK tax legislation, and
(ivl no changes in tax legislation adversely affect the consolidated entity in realising the benefit from the deductions

for the losses.
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NOTE 4. INCOME TAX (continued)

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 $'000 $'000

The future income tax benefit shown in note 9
includes tax losses of: . . R "

{c) Tax consolidation legislation
Sims Group Limited and its wholly-owned Australian subsidiaries have decided to implement the tax consolidation
legislation as of 1 July 2003. The Australian Taxation Office has not yet been notified of this decision. The entities
have entered into a tax sharing agreement.

As a consequence, Sims Group Limited, as the head entity in the tax consolidated group, will recognise current and
deferred tax amounts relating to transactions, events and balances of the wholly-owned Australian controlled entities
in this group in future financial statements as if those transactions, events and balances were its own, in addition to
the current and deferred tax balances arising in relation to its own transaction, events and balances. Amounts receivable
or payable under the tax sharing agreement will be recognised separately by Sims Group Limited as tax-related amounts
receivable or payable. The impact on the income tax expense and results of Sims Group Limited is unlikely to be
material because of the tax sharing agreement. This is not expected to have a material impact on the consolidated
assets and liabilities and results.

The financial effect of the implementation of the legislation has not been recognised in the financial statements for
the year ended 30 June 2003.

NOTE 5. RECEIVABLES

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 $'000 $000
Current
Trade debtors 121,549 145,451 35,607 33,902
Less: provision for doubtful debts 1271) {4,401) {174} {231)
121,278 141,050 35,433 33,671
Other debtors 10,345 13,558 5,502 3,558
131,623 154,608 40,935 37,229
Non current
Amounts receivable from employees under the Sims Group
Limited Employee Share Ownership Plan (note 21(ii}) 140 684 140 684
Amounts receivable from controlled entities - - 24,962 9,549
Other debtors 2,730 3,666 2,730 3,655
2,870 4,350 27,832 13,788

The fair value of amounts receivable under the Sims Group Limited Employee Share Ownership Plan is not considered
to be materially different to the carrying value (note 31{iv)). Further information relating to related parties and directors
is set out in note 26. Amounts in other debtors generally arise from transactions outside the usual operating activities
of the consolidated entity. Interest may be charged at commercial rates where the terms of repayment exceed six months.
Collateral is not normally obtained.
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NOTE 6. INVENTORIES

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 3000 $'000 $'000
Raw materials at cost 41,902 25,730 30,448 15,496
Stores and spare parts at cost 10,756 11,895 3,981 4,838
Finished goods at cost 35,924 38,280 14,025 15,477
88,582 75,905 48,454 35,811
NOTE 7. OTHER FINANCIAL ASSETS
Investments accounted for using the equity method
Shares in associates (note 24) 5,503 4,090 139 139
Investments in associates are accounted for in the
consoiidated financial statements using the eguity
method of accounting and are carried at cost by the
parent entity (see note 24).
Other {non-traded) investments
Shares in controlled entities {note 23} at cost - 198,025 198,025
NOTE 8. PROPERTY, PLANT AND EQUIPMENT
Freehold land
At directors’ valuation 56,885 60,244 952 652
Buildings
At directors’ valuation 35,090 41,029 3,200 2,889
Accumulated depreciation {1,638) - {148) -
33,452 41,029 3,052 2,889
Leasehold improvements
At directors’ valuation 6,554 3,903 132 115
Accumulated amortisation 1666) - (3) -
5,888 3,903 129 115
Plant and equipment
At cost 312,920 323,024 142,828 130,660
Accumulated depreciation {211,844) (214,614) {99,492} (94,672)
101,076 108,410 43,336 35,988
Capital work in progress 8,802 7,546 3,810 8,129
206,104 221,132 51,279 45,773
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NOTE 8. PROPERTY, PLANT AND EQUIPMENT {continued)

Valuations of freehold land, buildings and leasehold improvements
The directors’ valuations were made in June 2002. These valuations were based on the market value with existing
use, which for the majority of properties has been determined by independent external valuations as at 30 June 2002
incorporating an allowance made for estimated costs of remediation of properties that may be required.

As at June 2003 the directors reviewed the carrying amounts of these assets and concluded that these do not differ materially
from their fair values at that date. In undertaking this review the directors considered advice received from independent
external valuers. Assets acquired during the year are deemed to be carried at valuation.

Reconcitiation of movements

Freehold Leasehold Plant &  Capital Work
Land Buildings Improvements Equipment In Progress Total
_ $'000 $°'000 $'000 $'000 $'000 $'000
Consolidated A ‘
Carrying amount at 1 July 2002 60,244 41,029 3,903 108,410 7,546 221,132
Additions 300 940 1,085 32,444 1,474 36,243
Disposals (1,214} (851} - (764) (2,829}
Transfers 3,969 (3,428} 1,990 (2,531) -
Depreciation/amortisation expense
(note 3(i)) - (1,638) (666) (27.336) {29,640)
Disposals due to sale of controlled entity (3,321} {226) - (4,777) (8,324}
Foreign currency exchange differences {3,092) (2,374) (424) (4,370) (218) (10,478)
Carrying amount at 30 June 2003 56,886 33,452 5,888 101,076 8,802 206,104
Parent Entity
Carrying amount at 1 July 2002 652 2,889 118 35,988 6,129 45,773
Additions 300 31 17 15,473 {2.319) 13,782
Disposals - - (93) - (93)
Depreciation/ameortisation expense
(note 3{i}) - (148} (3} {8,032} - (8,183}
Carrying amount at 30 June 2003 952 3,052 129 43,336 3,810 51,279
NOTE 9. OTHER ASSETS
CONSOLIDATED PARENT ENTITY

2003 2002 2003 2002

$'000 $'000 $'000 $'000
Current
Prepayments 9,220 4,138 3,193 1,642
Non current
Future income tax benefit {(note 4) 10,446 6,844 5,864 3,766
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NOTE 10. INTANGIBLES

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 $°000 $'000
Goodwill at cost 91,483 112,114 4,963 4,485
Accumuiated amortisation (36,055) (35,641) (709) (480)
55,428 76,473 4,254 4,005
NOTE 11. PAYABLES
Current
Trade creditors {generally settled within 30 to 60 days) 115,561 112,782 37,200 35,615
Other creditors 17,262 13,770 8,172 1,778
Deferred income 7,935 2,982 - -
140,758 129,534 45,372 38,393

Deferred income relates to the refrigerator recycling plant
operated in the United Kingdom. Refrigerators are
received for recycling by the group in the UK for a fee.
These fees are recognised as income as refrigerators
are processed and the costs of processing the refrigerators
are matched against the related fee income. The deferred
income represents the total of the fees that have been .
received on fridges-that.remain to be processed through
the refrigerator recycling plant.

Non current
Other loans from controlled entities

95,061

85,787

NOTE 12. INTEREST BEARING LIABILITIES

Non current (unsecured)
Bank loans

8,292

94,052

Unsecured bank foans are subject to guarantees/cross guarantees and indemnities (as appropriate) from the parent entity
and some of its controlled entities. Further information on bank loans is set out in note 31. Details of financing arrangements

are set out in note 30.
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NOTE 13. TAX LIABILITIES

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $'000 §'000 $'000
Current
Income tax 17,793 11,146 8,802 4,382
Non current
Deferred income tax liability 7,538 9,060 2,815 2,368
NOTE 14. PROVISIONS
Current
Dividends ) . 17,148 . 17,148
Employee entitiements 8,925 9,429 5914 5,689
Other 589 644 589 6544
9,514 27,221 6,503 23,481
Non current
Employee entitiements 6,888 4,602 6,582 4,271
Environmental compliance 421 4,045 -
Other ' 219 245 218 245
~ 7,528 8,892 6,801 4516
Provision for employee entitiements
Current 8,925 9,429 5914 5,689
Non current 6,888 4,602 6,582 4,271
Aggregate employee entitlements liability 15,813 14,031 12,436 9,860
Employee numbers
Number of employees at the end of the financial year 1,782 1,940 662 640
Movements in provisions
Movements in each class of provision during the financial
year, other than employee benefits, are set out below. CURRENT NON CURRENT
Environmental
Dividends Other Compliance Other
§000 $°000 $'000 $'000
Consolidated - 2003
Carrying amount at start of year 217,148 644 4,045 245
Adjustment from change in accounting policy (note 1(o)) (17,148) - - -
Additional provisions recognised 38,367 616 -
Reduction in provision due to disposal of
controiled entity (note 23) - - (2,828} -
Provision now recognised as a payable - - (798) -
Other reduction in provision - - - (26)
Payments (38,367) (671) -
Carrying amount at end of year - 589 421 219
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NOTE 14. PROVISIONS (continued)

Parent Entity - 2003

Carrying amount at start of year

Adjustment from change in accounting policy (note 1{o}))
Additional provisions recognised

Other reduction in provision

Payments

Carrying amount at end of year

CURRENT NON CURRENT
Environmental

Dividends Other Compliance Other
$'000 $'000 8000 $'000
17,148 644 245

(17,148)

38,367 816 -

- - (26}
(38,367) (671) - -
- 589 - 219

Other current provisions includes estimates of ¢claims that will be made against Sims Group Limited in relation
to stevedoring delays and material quality for ferrous exports. These claims are expected to be settled in the next

financial year.

The Environmental Compliance provision is an estimate of costs of remediation of properties that may be required
in the future. It is not expected to be settled in the next financial year.

Other non current provisions relates to a provision against investments in associated entities.

NOTE 15. CONTRIBUTED EQUITY

- PARENT ENTITY - .- ..
2003 2002 2003 2002
Shares Shares $'000 $'000
(i) Share capital '
Ordinary shares - fully paid 92,653,057 90,251,565 236,831 219,603
Movement in ordinary share capital No. of shares Issue price $°000
Balance at the beginning of the financial year 90,251,565 219,603
Options exercised during the year at
various share issue prices 90,000 $5.86 528
190,000 $6.39 1,214
196,492 $6.46 1,269
995,000 $6.54 6,507
930,000 $8.29 7,710

Balance at the end of the financial year

Ordinary shares

92,653,057 _

236,831

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company
in proportion to the number of shares held. Voting rights attaching to the ordinary shares are, on a show of hands,
one vote for every person present as 8 member, proxy, attorney or representative thereof and, on a poll, one vote

per share for every member present in person or by proxy, attorney or representative.
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NOTE 15. CONTRIBUTED EQUITY (continued)

(i} Options

No options over ordinary shares were granted during the financial year. The number of options outstanding at the end
of the financial year was 327,306 (2002 - 2,728,798). Further details on the Sims Group Limited Group Employee

Option Plan are set out in note 21(ii}. Employee options carry no voting rights.

NOTE 16. RESERVES AND RETAINED PRQOFITS

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $'000 $°000 $000
{i) Reserves )
Foreign currency translation reserve {2,018} " 10,801 - -
Asset revaluation reserve - ‘ . 11,835 11,835 - -
9,917 _ 22,836 - -
Movements in reserves were :
Foreign currency translation reserve ‘
Balance at the beginning of the financial year 10,801 14,226 - -
Net exchange differences on translation of
foreign controlied entities {12,919) (3,325) - -
Balance at the end of the financial year {2,018) 10,901 -
Asset revaluation reserve
Balance at the beginning of the financial year 11,935 984 . -
Increment on revaluation of land and buildings - 10,851 - -
Balance at the end of the financial year 11,935 11,835 - -
Foreign currency translation reserve
Exchange differences arising on the transiation of
foreign controlied entities are taken to the foreign
currency translation reserve, as described in note 1{c).
Asset revaluation reserve
The asset revaluation reserve is used to record
increments and decrements on the revaluation
of non current assets, as described in note 1(b).
(i) Retained profits S
Retained profits at the beginning of the financial year 96,399 80,3563 18,107 26,987
Adjustment resulting from change in accounting
policy for providing for dividends {note 1{o}) 17,148 - 17,148 -
Net profit attributable to members of Sims Group Limited 75,042 48,625 29,960 23,599
Dividends paid (2002 provided for or paid] (note 17) __ _{38,367) (32,479) (38,367} (32,479}
Retained profits at the end of the financial year 150,222 96,399 26,848 18,107
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Ordinary shares

Interim dividend paid (at 23c per share {2002 - 17¢)):
Franked at 80% (2002 - fully franked) based on

tax paid @ 30%

Final dividend at 19¢ per share recognised as a liability

at 30 June 2002 but adjusted against retained profits at

the beginning of the financial year on the change in

accounting policy for providing for dividends (note 1{o})
Fully franked based on tax paid @ 30%

Final dividend {due to additional shares issued)

not recognised as a liability at 30 June 2002

Total dividends paid {2002 provided for or paid)

Dividends not recognised at year end

Since year end the directors have declared the payment
of a final dividend of 31c per fully paid ordinary share,
franked at 68% based on tax paid @ 30%. The aggregate
amount of the proposed dividend expected to be paid
on 10 Octoher 2003 out of retained profits at 30 June
2003, but not recognised as a liability at year end as a
result of the change in accounting policy for providing

~ for dividends (note (o)), is ’

The declared dividend will be franked out of
existing franking credits or out of franking credits
arising from the payment of income tax in the
year ending 30 June 2003,

Franking credits available for the subsequent
financial year {based on tax rate of 30%)

CONSOLIDATED PARENT ENTITY

2003 2002 2003 2002
$'000 $'000 $'000 $'000
21,150 15,331

17,148 17,148

69 -

38,367 32,479

28,722 -

8,479 6,116 8.479 6,116

The above amounts represent the balances of the franking accounts as at the end of the financial year, adjusted for:
(a) franking credits that will arise from the payment of income tax payable as at the end of the financial year
(b) franking debits that will arise from the payment of dividends provided as at the end of the financial year, and
{c} franking credits that may be prevented from being distributed in the subsegquent financial year.
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NOTE 18. CONTINGENT LIABILITIES

CONSOLIDATED
2003 2002
$'000 $'000

PARENT ENTITY

2003
$'000

2002
$'000

Details and estimated maximum amounts of contingent
liabilities (for which no amounts are recognised in the
financiatl statements) arising in respect of:

Guarantees

The parent entity, its controlled entities, its joint venture

operations and its associated companies have given a

number of guarantees in respect of the performance of

contracts and workers compensation insurance entered ) .

144

437

into in the ordinary course of business o 459 568

Controlled entities

Under the terms of a Deed of Cross Guarantee entered
into in accordance with ASIC Class Qrder 98/1418 (as
amended by Class Orders 98/2107, 00/0321, 01/1087,
02/0248 and 02/1017} the parent entity has undertaken
to meet any shortfall which might arise on the winding
up of controlied entities which are party to the deed as
described in note 23. The controlled entities are not in
liquidation and there is no indication that they will

be wound up.

NOTE 19. CAPITAL EXPENDITURE COMMITMENTS

Total capital expenditure contracted for at the
balance date but not recognised in the financial
statements and payable not later than one year
for the acquisition of plant and equipment 14,686 5,215
- for the acquisition of land and buildings - 232

202

1,386

14,686 5,447

202

1,386

Commitments included above relating to joint

venture operations and associate companies

- for the acquisition of plant and equipment 735 395
- for the acquisition of land and buildings - 17

108

2712
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NOTE 20. LEASE COMMITMENTS

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Commitments in relation to leases contracted for at
balance date but not recognised as liabilities, payable;
Not later than one year 13,060 13,286 2,065 2,227
Later than one, but not later than five years 33,442 28,765 2,330 3,252
Later than five years 14,667 17,816 1,094 736
61,169 58,867 5,489 6,215
Representing :
Cancellabie operating leases 1,863 3,120 2,752 3,018
Non-cancellable operating leases 59,306 56,747 2,737 3,197
61,169 59,867 5,489 6,215
Commitments for minimum lease payments
in relation to non-cancellable operating leases
are payable as follows: ) 3
Not later than one year 12,076 11,669 620 665
Later than one, but not Iater than five years 32,563 27,262 1,418 1,796
Later than five years 14,667 17,816 698 . 736
59,306 56,747 2,737 3,197

NOTE 21. SUPERANNUATION, SHARE OWNERSHIP AND OPTION PLANS

(i) Superannuation plans

The parent entity and its controlled entities have established a number of superannuation funds on behalf of Group
employees. All employees are entitled to join an appropriate superannuation fund which provides benefits for themselves,

or their dependants, on retirement, disability or death.

The funds provide defined benefits, based on years of service and

final average salary, or accumuiation benefits based on the level of contributions and earnings thereon. Employees

contribute to the funds at various percentages of their remuneration.

The parent entity and its controlled entities are obliged to contribute to the funds in accordance with their governing Trust
Deeds and the obligations are legally enforceable uniess due notice of cessation of contribution is given. An actuarial
assessment of the Australian defined benefits funds was last carried out on 1 July 2001 by David R Lewis, FIA, FIAA.
Based on this review, the assets of the funds at 1 July 2001 of $41.227m were sufficient to satisfy all accrued and vested
benefits at that date under the funds in the event of termination of the funds or voluntary or compulsory termination of

the employment of each employee. Vested benefits in the Australian funds at 1 July 2001 were $38.234m.

The decline in world share markets that commenced in March 2000 has had an adverse effect on the financial condition of
the defined benefit superannuation funds sponsored by the Company for its employees. The Trustees of these funds have
been monitoring the financial position of the funds to ensure they remain able to meet their liabilities, and that the Company
continues to meet its financial commitments to these funds. At 1 April 2003 the independent actuary estimated that a
deficiency of approximately $900,000 existed in these funds.
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NOTE 21. SUPERANNUATION, SHARE OWNERSHIP AND OPTION PLANS (continued)

In line with actuarial advice received, the Company agreed with the Trustee of the Sims Consolidated Group Superannuation
Fund to make additional monthly contributions of $50,000 into that fund from April 2003. This additional contribution is
being reflected in the Company’s superannuation expense as it is paid. No liability has been recognised in the financial
statements in respect of this deficiency. The actuarial recommendation was that this additional contribution should continue
for up to two years i.e. until March 2005 subject to ongoing performance review.

Since April 2003 investment markets reviews have been more favourable so the financial position of the funds will have
improved. The next full formal review of the superannuation funds’ financial positions will be as at 30 June 2003 and the
outcome of the review should be available to the Company and Funds’ Trustees at the start of October 2003.

The Group’s UK operations account for pension costs and commitments in the financial statements in accordance with the
United Kingdom Accounting Standard SSAP 24 “Accounting for pension costs”, This accounting standard requires employers
to recognise the expected cost of providing pensions on a systematic and rational basis over the pericd during which they

~ derive benefit from the employees’ services. This is achieved by recognising a regular cost for the pension every year.

Variations from the regular cost are allocated over the expected remaining service lives of the current employees.

A full formal actuarial assessment of the United Kingdom defined benefits fund is currently being undertaken by the fund’s
actuary Sally Spencer, FIA, in respect of the funding position as at 5 April 2003. The outcome of this assessment should
be available to the Company and the fund's trustees at the start of October 2003, For the purposes of the financial statements,
the Company commissioned an informal assessment of the fund by Ali Tayyibe FIA of Mercers, its independent pensions
advisors., Based on this informal review, on a SSAP24 basis, the assets of the fund at 5 April 2003 were estimated to be
$17.561m, and were insufficient to satisfy all accrued and vested benefits at that date under the fund in the event of termination
of the fund or voluntary or compulsory termination of the employment of each employee. Vested benefits in the United
Kingdom fund at 5 April 2003 were estimated to be $27.204m.

The estimated deficiency in the United Kingdom fund is a result of the decline in world equity markets as noted previously.
The deficiency will be funded by an estimated additional annual contribution of $0.971m by the company over the next

15 years, being the actuarial best estimate of contributions required to meet the current deficit. The estimated additional
annual contribution will be reflected in the company’s superannuation expense in the year. An accrual of $1.018m has been
recognised in the financial statements at 30 June 2003.

(ii) Share ownership and option plans

The parent entity operates the Sims Group Limited Employee Share Ownership Pian (“share plan”} which was established

in 1991 and amended in November 1996. The share plan allows for the participation, at the discretion of the Board, of
employees and executive directors of the parent entity and its controlled entities. Monies are lent, interest free, to
participants to enable them to acquire shares in the parent entity which are held by the trustee of the share plan for the
benefit of participants. Shares are issued to employees at the market value at the date of issue in accordance with the
terms of the share plan.

At 30 June 2003, the parent entity had loaned $139,500 to participants to enable them to acquire, through the trustee of the
share plan, 30,000 shares, being 0.03% of the issued capital of the parent entity. Amounts loaned to employees through
the share plan are included in receivables. Loans in respect of 30,000 shares issued at $5.81 each on 30 November 1999
are repayable by 2004 at the latest. All shares that have been allocated for issue under the share plan had been issued

at 30 June 2003.
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NOTE 21. SUPERANNUATION, SHARE OWNERSHIP AND OPTION PLANS (continued)

Number Shares Loans $000
Details of the above are as follows : 2003 2002 - 2003 2002 2003 2002
Employees 2 4 30,000 135,000 140 684

The Sims Group Limited Group Employee Option Plan (“option plan”), approved by shareholders on 8 November 1996,
provides that executive and management staff members may be invited to participate in the option plan and be granted
options over unissued ordinary shares in the parent entity. A separate incentive plan exists for Mr Sutcliffe, the Group
Chief Executive. Options are granted for nil consideration. The amount received on the exercise of options is recognised
as issued capital at the date of issue of the shares.

Details as at 30 June 2003 are as follows:

Total Total Balance
Exercise Number Lapsed Exercised at end
Date Issued Exercisable From Expire On Price AS {ssued to Date to Date of year

28 November 1996 28 November 1988 28 November 2001 7.14 2,015,000 2,015,000 -

27 April 1928 - 27 April 2000 27 April 2003 8.29 1,040,000 110,000 930,000 " oo
01 September 1998 01 September 2000 01 September 2003 6.54 1,540,000 455,000 1,015,000 " 70,000
16 November 1998 16 November 2000 16 November 2003 6.46 250,000 - 196,492 . 53,508 °
30 November 1999 30 November 2007 30 November 2004 6.39 280,000 30,000 240,000 10,000
31 July 2000 31 July 2002 31 July 2005 5.86 90,000 - 90,000 -
28 February 2002 28 February 2005 28 March 2007 6.75 183,798 - - 193,798

5408798 2,610,000 2,471,432 327,306

The fair va%ué of shares under option at 30 June 2003 was $8.80.{2002 $6.77).

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
S $ $ $
Aggregate proceeds received from employees on the
exercise of options and recognised as issued capital 17,227,838 450,300 17,227,838 450,300
Fair value of shares issued to employees on the

exercise of options as at their issue date 19,697,795 502,500 19,697,795 502,500

The fair value of shares issued on the exercise of options is the average price at which the Company's shares were traded
on the Australian Stock Exchange on the day the options were exercised.
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NOTE 22. DIRECTORS' AND EXECUTIVES’ REMUNERATICN

CONSOLIDATED

2003
S

2002
8

PARENT ENTITY
2003 2002
$ $

{i) Remuneration of directors

Income paid or payable, or otherwise made available to:
Directors of parent entity by entities in the
consolidated entity and related parties in
connection with the management of affairs
of the parent entity or its controlied entities

Directors of entities in the consolidated entity
by entities in the consolidated entity and related
parties in connection with the management of
affairs of the parent entity or its controlled entities

The number of parent entity directors whose total
income from the parent entity or related parties
was within the specified bands are as follows:

60,000
70,000
80,000
140,000
170,000
390,000
740,000
870,000
1,230,000
2,010,000

Options are granted to the executive directors under
the Plans as set out in note 21{ii). Details of options
granted to and exercised by executive directors during
the year ended 30 June 2003 are set out in note 26.

(it} Remuneration of executives

Remuneration received, or due and receivable, from
entities in the consolidated entity and related parties

by Australian based executive officers (including

directors) whose remuneration was at least $100,000.

69,999
79,999
89,999
149,999
179,999
399,998
749,899
879,999
1,239,999
2,019,999

from the parent entity

from other entities in the consolidated entity

2,526,618 3,510,557

6,743,918

5,841,547

537,160
6,953,017

408,996
6,659,389

Number

- -
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NOTE 22. DIRECTORS’ AND EXECUTIVES' REMUNERATION (continued)

The number of Australian based executive officers
{including directors) whose remuneration from entities
in the consolidated entity and related parties was
within the specified bands are as follows:

150,000 -
160,000 -

180,000

190,000 -

200,000

210,000 -
220,000 -
230,000 -
250,000 -

270,000
290,000
310,600
320,000
330,000
340,000
350,000

/360,000

- 370,000
450,000

480,000 -
500,000 -

630,000
740,000
870,000
1,230,000
2,010,000

159,999
169,999
189,999
199,999
209,999
218,999
229,999
239,999
259,999
279,999
299,999
319,999
329,999
339,999
349,999
359,999
369,999
379,999
459,999
489,999
509,999
639,999
749,999
879,999

1,239,399

2,019,999

CONSOLIDATED
2003 2002
Number
1 .
- 1
2 .
1
1
1 2
2
- 1
1
2 1
- 1
1 1
1 2
. 1
1
1 -
2 -
. " -
1
. 1
1
1 .
- 1
1 -
1 -
- 1
20 16

NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES

Name of entity

(class of shares held is ordinary unless otherwise stated)

Country of
Incorporation

Equity
Holding
2003 2002
% %

Directly controlled entities of Sims Group Limited
{formerly Simsmetal Limited}

Simsmetal Finance Limited

Simsmetal Staff Equity Pty Limited
Simsmetal Holdings Pty Limited (ii) (note(a))

Australia
Australia
Australia

100 100
100 100
100 100
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NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES (continued)

Sims Group UK Limited {formerly Simsmetal UK Limited) (i)

Name of entity Country of Equity
(class of shares held is ordinary unless otherwise stated) incorporation Holding
2003 2002
% %
Directly controlled entities of Sims Group Limited {continued)
Sims Group UK Holdings Limited
{formerly Simsmetal UK Moldings Limited) (i) United Kingdom 100 100
Sims Aluminium Pty Limited (ii) Australia 100 100
Sims Group Canada Limited
{formerly Simsmetal Canada Limited) {i) Canada 100 100
PNG Recycling Limited Papua New Guinea 100 100
Directly controlled entities of Simsmetal Holdings Pty Limited
Sims Energy Pty Limited
(formerly Simsmetal {Qld) Pty Limited) (i) Australia 100 100
Universal inspection and Testing Company Pty Limited (ii) Adustralia 100 100
Simsmetal Services Pty Limited {ii} (note (a)} Australia 100 100
Sims Industrial Pty Limited
(formerly Sims Products Holdings Pty Limited) (ii) Australia 100 100
Sims Asia Holdings Limited (i) Hong Kong 100 100
Sims Group USA Corporation i
(formerly Simsmetal USA Carporation} (i) UsSA 100 100
Directly controlled entities of Simsmetal Services Pty Limited
Sims Manufacturing Pty Limited
(formerly H & D Metals Pty Limited) (ii} Australia 100 100
Simsmetal Executive Staff Superannuation Pty Limited Australia 100 100
Directly controlled entity of Sims Industrial Pty Limited
(formerly Sims Products Holdings Pty Limited)
Simsmetal Industries Limited (i) New Zeajand 100 100
Directly controlled entity of Sims Group USA Corporation
{formerly Simsmetal USA Corporation)
Ferromet Inc (i)iii) USA - 100
Directly controlled entity of Sims Group UK Holdings Limited
{farmerly Simsmetal UK Holdings Limited)
Sims Group UK Intermediate Holdings Limited
{formerly Simsmetal UK Group Limited) (i) United Kingdom 100 100 .
Directly controlied entities of Sims Group UK Intermediate Holdings Limited
formerly Simsmetal UK Group Limited)
Simsmetal UK {Midwest) Limited (i) United Kingdom 100 100
Simsmetal UK {Southern) Limited {i) United Kingdom 100 100
Simsmetal UK Recycling Limited (i) United Kingdom 100 100
Simsmetal UK Pension Trustees Limited (i} United Kingdom 100 100
United Kingdom 100 100
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NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES (continued)

Name of entity Country of Equity
{class of shares held is crdinary unless otherwise stated) Incorporation Holding
2003 2002
9’0 0/0
Directly controlled entities of Simsmetal UK Recycling Limited
Thos Hill IManagement) Limited (i) United Kingdom 100 100
J Mcintyre {Plant) Limited (i} United Kingdom 100 100
J Mcintyre (Worksop) Limited (i) United Kingdom 100 100
W Bush & Son Limited (i} United Kingdom 100 100
Mansfield Metals Limited (i) United Kingdom 100 100

Directly controlled entities of Simsmetal UK (Northern} Limited .
C F Davies & Co (Birkenhead) Limited (i) United Kingdom 100 100
Moores (Burton on Trent} Limited (i) United Kingdom .. 100 100

Directly controlled entity of Moores (Burton on Trent) Limited .
Moores Auto Salvage Limited (i} ) United Kingdom ' 100 100

Directly controlled entities of Sims Group UK Limited
{formerly Simsmetatl UK Limited} ‘

Allied Metals Limited (i} ' United Kingdom 100 100
Simsmetal UK (Northern) Limited {i) United Kingdom 100 100
Simsmetal UK (SouthEast) Limited (i} ~ United Kingdom 100 100
Simsmetal UK (SouthWest} Limited (i) United Kingdom ’ - 100 100
Simsmetal UK (Reclamation) Limited (i} '~ = United Kingdoim 100 100
Simsmetal UK (Wessex Holdings) Limited (i) United Kingdom 100 100
Simsmetal UK {Glos.) Limited (i) United Kingdom 100 100
Simsmetal UK (Wessex) Limited (i} United Kingdom 100 100
SK Stainless Limited (i) United Kingdom 100 -
United Castings Limited (i) United Kingdom 100 100

Directly controlled entities of Simsmetal UK (SouthEast) Limited

Blackbushe Metals {(Western} Limited (i) United Kingdom 100 100
Simsmetal UK (Elliott) Limited (i) United Kingdom 100 100
Southern Hauliers Limited (i) United Kingdom 100 100

Directly controlled entity of Blackbushe Metals (Western) Limited
Simsmetal UK (Fraser) Limited (i) United Kingdom 75 75

Directly controlled entity of Simsmetal UK
(Wessex Holdings) Limited
Widsite Limited (i) United Kingdom 100 100

Directly controlled entities of Simsmetal UK

{Wessex) Limited

Mayer Pearse Limited {i) United Kingdom 100 100
C Phillip & Sons {Bristol) Limited (i} United Kingdom 100 100
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NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES (continued)

Note {a) Shares held in these entities include preference shares.
(i) Controlled entity audited by other PricewaterhouseCoopers firm.

(ii) These entities and the Company are parties 10 a Deed of Cross Guarantee under which each entity guarantees the debts
of the others. By entering into the deed, the wholly-owned entities have been relieved from the requirement to prepare
a financial report and directors’ report under Class Order 98/1418 (as amended by Class Orders $8/2017, 00/0321, 01/1087,
02/0248 and 02/1017) issued by the Australian Securities & Investments Commission. The above entities represent
a Closed Group and an Extended Closed Group for the purposes of the Class Order.

(i) Ferromet Inc was disposed of on 31 March 2003 {2002: Sims Rush Pty Ltd - 31 October 2001) and details of sale are as follows:

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$°000 $°000 ’$°000 $°000
Consideration received (all as cash) 23,551 1,997 - 1,997
Carrying amount of investment as at disposal date - - - 481
Carrying amount of assets and liabilities as at disposal date
Cash 31 59
Receivables 267 26
Prepayments ' 38 -
Inventories 928 271
Property, plant & equipment 8,324 5,045
Net tax assets . 38
Other assets - 74
fntangibles 16,592 225
Trade and other creditors - (133)
Bank loans . . {4,900}
Employee entitiement provisions - {115)
Environmental compliance provision (2,828) -
Net assets of entity 23,352 530
Group share of net assets of entity 23,352 324
Details of the sale of the controlied entity are as follows:
Consideration received 23,551 1,997 . 1,997
Less: Cash disposed of (31) (59) - -
Less: Costs associated with disposal {199) ‘ - - -
Net cash proceeds received 23,321 1,938 - 1,887
Net profit on disposal - 1,673 - 1,516
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NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES (continued)

FINANCIAL STATEMENTS

CONSOLIDATED
2003 2002
$000 $'000
The consolidated statement of financial performance
for the Closed Group is as follows:
Revenue from ordinary activities 686,591 588,170
Expenses from ordinary activities (626,866) (558,317}
Borrowing costs expense (194) {530}
Profit from ordinary activities before income tax expense 59,631 29,323
Income tax expense relating to ordinary activities (13,293} (7,255)
Profit from ordinary activities after
related income tax expense 46,238 22,068
Net increase in asset revaluation reserve 10,665
Totai revenues, expenses and valuation adjustments
recognised directly in equity 10,665
Total changes in equity other than those resulting '
from transactions with owners as owners 46,238 - 32,733
The summary of movements in consolidated
retained profits is as follows:
Retained profits at the beginning of the financial year 43,141 53,652
Profit from ordinary activities after
related income tax expense 46,238 22,088
Dividends provided for or paid (note 17} ) {21,219} (32,479)
Retained profits at the end of the financial year 68,160 43,141
The consolidated statement of financiaf position
for the Closed Group is as follows:
Current Assets
Cash assets 60,349 56,517
Receivables 57,541 50,561
Inventories 56,201 42,730
Other 4,328 1,709
Total Current Assets 178.419 151,517
Non Current Assets
Receivables 5,827 10,496
Investments accounted for using the equity method 139 139
Other financial assets 96,141 96,141
Property, plant and equipment 111,887 103,951
Deferred tax assets 5,818 5,242
Intangible assets 4,254 3,869
Total Non Current Assets 224,066 219,838
Total Assets 402,485 371,355
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NOTE 23. INVESTMENTS IN CONTROLLED ENTITIES (continued)

CONSOLIDATED

2003 2002

§'000 $'000
Current Liabilities
Payables 54,995 40,096
Current tax liabilities 10,104 4,469
Provisions 6,890 23,903
Cther 669 669
Total Current Liabilities 72,658 69,137
Non Current Liabilities
Payables - 13,361
Deferred tax liabilities 3,715 3,632
Provisions 7,532 8,892
Total Non Current Liabilities 11,247 25,885
Total Liabilities 83,905 95,022
Net Assets 318,580 276,333
Equity
Contributed equity 236,831 219,603
Reserves 13,589 13,589
Retained profits 68,160 43,141
Total Equity 318,580 276,333

NOTE 24. INVESTMENTS IN ASSOCIATES

The investments in associates are accounted for in the consolidated financial statements using the equity method
of accounting and are carried at cost by the parent entity (note 7). The equity method was adopted with effect from

1 January 1997. Information relating to the associates is set out below.

Name of
Associate

Richmond Steel
Recycling Limited
Landfill Management
Services Pty Limited
Australian Refined
Alloys Pty Limited

Principal
Activity

Metal Recycling
Landfill Gas
Management

Metal Recycling

Ownership
Interest
2003 2002
50.0% 50.0%
25.0% 26.0%
50.0% 50.0%

CONSOLIDATED PARENT ENTITY
CARRYING AMOUNT CARRYING AMOUNT
2003 2002 2003 2002

$'000 $'000 $'000 $'000
4,533 3,219 - -
310 235 126 126
13 13 13 13
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NOTE 24. INVESTMENTS IN ASSOCIATES (continued)

CONSOLIDATED PARENT ENTITY
CARRYING AMOUNT CARRYING AMOUNT
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Name of Principal Ownership
Associate Activity Interest
2003 2002
Extruded Metals
{New Zealand) Limited Metal Recycling 33.3% 33.3% 474 490 -
Sims Pacific Metals
Limited Metal Recycling 50.0% 50.0% 173 133
Consolidated Extrusions
Pty Limited Metal Recycling 33.3% 33.3% - - -
Consolidated Extrusions
{Management) Pty Limited Metal Recycling 33.3% 33.3% - - . -
5503 4,090 139 139
(i} Movements in carrying amounts of investment ] ‘ E :
Carrying amount at the beginning of the financial year 4,090 3,315 139 139 -
Foreign currency translation reserve (419) -
Share of profit from ordinary activities
after related income tax expense 1,832 775 -
Carrying amount at the end of the financial year 5,503 4,090 139 139
{ii) Results attributable to associates
The consolidated entity’s share of the results
of the associates is as follows ;
Profit from ordinary activities before
related income tax expense 2,306 1,360 -
Income tax expense relating to ordinary activities (1,074) (585) . -
Profit from ordinary activities after related income
tax expense 1,832 775 -
(iii) Share of reserves attributable to associates
Retained profits
Balance at the beginning of the financial year 2,512 1,737 . -
Share of profit from ordinary activities
after related income tax expense 1,832 775 -
Balance at the end of the financial year 4,344 2,512 - -
{ivl Summary performance and financial position of associates
The aggregate net profit, assets and liabilities
of the associates is as follows:
Profit from ordinary activities
after related income tax expense 3,767 1,849 -
Assets 20,886 15,484 -
Liabilities (8,802) (6,877)
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NOTE 24. INVESTMENTS IN ASSOCIATES (continued)

(v) Share of contingent liabilities and capital expenditure commitments of associates
The consolidated entity’s share of the associates’ contingent liabilities and capital expenditure commitments is incfuded in
notes 18 and 18.

NOTE 25. INTERESTS IN JOINT VENTURES

The consolidated entity has the following interests in joint venture operations:
50% interest in the Australian Refined Alloys joint venture, the principal activity of which is the production of lead,
lead alloys and related products.
50% interest in the New Zealand based Sims Pacific Metals joint venture, the principal activity of which is the
processing and sale of ferrous and non ferrous secondary raw materials.

- 33.3% interest.in the Consolidated Extrusions joint venture, the prlnmpal activity of which is the production and sale
of extruded brass and copper products.

The consolidated entity’s interest in assets employed in the joint ventures is included in the statements of financial position
under the classifications shown below:

CONSOLIDATED PAREN'I" ENTITY
2003 2002 2003 2002
‘ $'000 "~ $'000 $°000 . $'000
Current assets
Cash assets 1,683 897 1,534 46
Receivables 12,087 7,633 8,605 4,229
Inventories . 7,795 6,302 5,472 4,697
Goodwill 2,307 2,026 1,966 1,661
Non current assets
Property, plant and equipment 12,644 14,716 8,164 11,024
36,5616 31,6574 25,741 21,657
Current liabilities
Payables 8,134 6,986 4,112 3,454
Provisions 717 341 550 166
Non current liabilities
Provisions 506 158 485 158
9,357 7.485 5.147 3,778
Share of assets employed in joint ventures 27,159 24,089 20,594 17.879

The consolidated entity’s share of joint venture contingent fiabilities and capital expenditure commitments is included in
notes 18 and 18.
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NOTE 26. RELATED PARTY INFORMATION

Ownership interests in related parties
Interests held in controlled entities are set out in note 23. Interests held in associates and joint ventures are set out in
notes 24 and 25 respectively.

Directors

The names of persons who were directors of Sims Group Limited at any time during the financial year are as follows:
Geoffrey Brunsdon Michael Feeney
Charles Copeman Paul Mazoudier
Ross Cunningham Jeremy Sutcliffe

Remuneration received, or due and receivable, by the directors of entities in the consolidated entity is disclosed in note 22{i).

Transactions entered into during the financial year with the directors of the parent entity and its controlled entities and
their director related entities within normal customer or employee relationships on terms and conditions no more favourable
to those available to other customers or employees include:

Mr Michael Feeney was a director of Ausdoc Group Limited which supplies security document destruction services
to the Company. All transactions were negotiated from time to time at prevailing prices and on normal market terms.

PARENT ENTITY AND
CONSOLIDATED

2003 2002

$'000 $'000

Loans to directors and director related entities

director related entities comprise:

Secured loans. Refer note 21ii) . .

Repayments on secured loans received during the financial year
(2002 - from J Crabb and R Cunningham) - 4285

Share transactions of directors

Transactions of directors and director related entities

cancerning shares or share options

Aggregate number of shares and share options in Sims Group Limited
acquired or disposed of by directors of the Company and consolidated
entity or their director-related entities from the Company:

Acquisitions

Ordinary shares 346,492 1,631
Options over ordinary shares issued under J Sutcliffe’s

employment agreement - 193,788

Disposals
Sims Group Empioyee Option Plan options exercised 346,492 -
Sims Group Employee Option Plan options expired - 700,000
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NOTE 26. RELATED PARTY INFORMATION (continued)

PARENT ENTITY AND
CONSOLIDATED
2003 2002
$'000 $000
Aggregate number of shares and share options in Sims Group Limited
held directly, indirectly or benefically by directors of the Company and
consolidated entity or their director-related entities at the reparting date:
Ordinary shares 52,627 50,627
Options over ordinary shares (refer note 21{ii}) 247,306 593,798
PARENT ENTITY
2003 2002
$'000 $'000
Wholly owned group
The wholly owned group consists of Sims Group Limited and its wholly owned
controlled entities. Ownership interests in these controlled entities are set
out in note 23.
Transactions between Sims Group Limited and other entities in the wholly owned
group consisted of loans advanced and repaid, the receipt of interest (where applicable)
on loans and the provision of general administrative assistance.
Aggregate amounts included in the determination of operating profit before income
tax that resulted from transactions with entities in the wholly owned group:
Interest revenue - 452 496
CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 $°000 $'000
Amounts receivable and payable to other related parties
Aggregate amounts receivable at balance date from:
Non current
Entities in the wholly owned group {note 5) - - 24,962 9,549
Aggregate amounts payable at balance date ta:
Non current
Entities in the wholly owned group (note 11) _ - ‘ o §5,061 85,787

Amounts receivable and payable to other related parties have no fixed terms of repayment and no interest is charged,
except for a loan to a controlled entity {included in non current receivables).

Controlling entity
The ultimate parent entity in the wholly owned group is Sims Group Limited.
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FﬁNANC AT STATEMENTS

NOTE 27. SEGMENT INFORMATION

Geographical segments
The consolidated entity's operations span the giobe with facilities spread throughout Australia, New Zealand, Papua New
Guinea, the United States of America, United Kingdom, Canada, China, Malaysia and India.

The major geographical areas of operation are as follows:
Australia - comprising Australia, Papua New Guinea, China, Malaysia and India
North America - comprising the United States of America and Canada
New Zealand
United Kingdom

Business segments .
The consolidated entity operates predominantly in the secondary metal recycling industry. its core business involves
ferrous and non-ferrous secondary raw materials recycling and secondary processing.

Ferrous secondary recycling comprises the collection, processing and trading of iron and steel secondary raw material.

Non-ferrous secondary recycling comprises the collection, processing and trading of other metal alloys and residues,

principally aluminium, lead, copper, zinc and nicke! bearing materials.

Secondary processing is a value adding process involving the melting, refining and ingoting of certain non ferrous metals,
the production of extruded products and the reclamation and reprocessing of plastics.

Primary reporting - geographical segments
Inter-segment

North New United eliminations/

Australia America Zealand Kingdom unallocated Consolidated
2003 $'000 $'000 $°000 $'000 $'000 $'000
Sales to external customers 630,526 421,161 52,315 475,711 - 1,579,713
Intersegment sales (note {a)) {1,135) - 1,135 - - -
Total sales revenue 629,391 421,181 53,450 475,711 - 1,579,713
Share of net profits of associates
accounted for using the equity method 19 1,798 15 - - 1,832
Other revenue 4,918 23,618 64 1,199 - 29,799
Total segment revenue 634,328 446,577 53,629 476,910 - 1,611,344
Segment contribution : 43,152 20,852 8,721 39,253 - 111,978
Unallocated revenue less
unallocated expenses -
Profit from ordinary activities before '
income tax expense 111,978
income tax expense {36,936}
Profit from ordinary activities after
income tax expense 75,042
Segment and Total Assets 302,910 98,603 12,897 173,983 - 588,393
Segment and Total Liabilities 81,907 28,071 8,225 73,220 - 191,423

e e |
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NOTE 27. SEGMENT INFORMATION (continued)

Inter-segment

North New United eliminations/

Australia America Zealand Kingdom unallocated Consolidated
2003 $'000 $'000 $'000 $'600 $000 $'000
Investment in associates accounted for
using the equity method 268 4,533 702 - - 5,503
Acquisitions of property, plant and
equipment, intangibles and other
non current segment assets 16,687 5,591 1,393 13,036 - 36,707
Depreciation and amortisation expense 9,856 12,655 386 13,299 36,796
Other non-cash expenses 5,656 1,482 188 674 - 8,000
2002
Sales to external customers 575,165 381,718 35,207 417,130 1,408,220
Intersegment sales (note (a)) {10,962) - 10,962 - - -
Total sales revenue 564,203 381,718 46,169 417,130 - 1,409,220
Share of net profits of associates
accounted for using the equity method 134 600 41 - - 775
Other revenue - - 6,915 51 1,037 5717 - 13,714
Total segment revenue 571,252 382,369 47,241 422,847 - 1,423,709
Segment contribution 30,057 7,062 8,887 26,202 - 71,208
Unallocated revenue less
unallocated expenses -
Profit from ordinary activities before
income tax expense 71,208
Income tax expense (22,649)
Profit from ordinary activities after
income tax expense 48,559
Segment and Total Assets 262,707 138,419 18,250 199,367 - 618,743
Segment and Total Liabilities 82,945 71,410 4,686 120,864 - 279,905
Investment in associates accounted for
using the equity method 248 3,219 623 - - 4,090
Acquisitions of property, plant and
equipment, intangibles and other
non current segment assets 10,854 3,894 351 13,300 - 28,399
Depreciation and amortisation expense 10,123 13,352 941 13,603 - 38,019
Other non-cash expenses 6,149 2,286 {13) 5,869 - 14,231
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NOTE 27. SEGMENT INFORMATION (continued)

Note (3} Intersegment sales

Segment revenues, expenses and results include transfers between segments. Such transfers are priced on an

"arm’s-length” basis and are eliminated on consolidation.

Secondary reporting - business segments

Segment revenues

from sales to

Acquisitions of property,
plant and equipment,
intangibles & other non-

external customers Segment assets current segment assets
2003 2002 2003 2002 2003 2002
$'000 $'000 $'000 $'000 8000 $'000
Ferrous secondary recycling 937,585 769,052 402,223 422,970 30,641 23,706
Non-ferrous secondary recycling 403,604 397,837 121,201 127,453 4,479 3,465
Secondary processing . 238,524 242,331 64,969 68,320 1,587 1,228
’ N 1,679,713 1,409,220 588,393 618,743 36,707 28,399
NOTE 28. EARNINGS PER SHARE
CONSOLIDATED
2003 2002
Cents Per Share
Basic earnings per share 82.2 54.0
Diluted earnings per share 822 53.0

Weighted average number of ordinary shares
outstanding during the financial year used in
the calculation of basic earnings per share

Weighted average number of ordinary shares

and potential ordinary shares outstanding during
the financial year used in the calculation-of diluted
earnings per share

Earnings used in calculating diluted earnings per share

Number of Shares

91,273,301 89,808,505
91,319,455 91,556,604
$'000 $°000
75,042 48,525
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2 NOTE 29. CASH FLOW INFORMATION
S
o CONSOLIDATED PARENT ENTITY
; 2003 2002 2003 2002
c $'000 $'000 $'000 $'000
e (i) Reconciliation of cash
- Cash at the end of the financial year as shown
_g in the statements of cash flows is reconciled to
o the related items in the statements of financial
= position as follows:
Cash and short term deposits 78,617 71,202 49,058 56,459
~
@ (ii) Reconciliation of profit from ordinary activities
after related income tax expense to net cash inflow
from operating activities
Profit from ordinary activities after
related income tax expense 75,042 48,559 29,960 23,599
Amortisation of goodwill 7,156 6,191 215 269
Depreciation and amortisation of property,
plant and equipment 29,640 31,828 8,183 8,353
Net profit on disposal of non current assets (641) {(2,950) (497) (1,485)
Net gain on insurance claim re plant and equipment (414) (1,038) - -
Change in assets and liabilities, net of effects of
acquisitions and disposals of entitigs: :
" (Increase) / decréase in trade and other debtors ‘ 24,198 11,750 {18,557) 26,218
(Increase) / decrease in inventories {13,605) (171) {12,643) 19
(Increase) / decrease in prepayments (5,119) 1,897 (1,551 (473)
Increase / (decrease) in provisions 1,394 (2,694) 2,455 {5,216}
Increase / {decrease) in income tax payable 6,647 1,368 4,420 (3,855)
(increase} / decrease in deferred taxes (5,124) (1,419) (1,651) 872
Increase in accounts payable and other creditors 7,833 9,790 17,060 287
Net cash inflow from operating activities 127,007 103,211 27,394 48688
NOTE 30. FINANCING ARRANGEMENTS
Entities in the consolidated entity have access
to the following credit standby arrangements:
Unsecured multi-currency/multi-option loan
facilities, subject to reviews ranging from
one to three years, totalling 273,732 279,926 100,913 81,636
Amount of credit unused 265,440 185,874 100,913 81,636
L ulh
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NOTE 31. FINANCIAL INSTRUMENTS

CONSOLIDATED
2003 2002
$'000 $'000

PARENT ENTITY
2003 2002
$'000 5000

(i) Forward foreign exchange contracts

(a) The consolidated entity enters into forward foreign
exchange contracts to buy and sell specific amounts
of various foreign currencies in the future at
pre-determined exchange rates. The contracts are
entered into to hedge contracted purchase and
sale commitments denominated in foreign currencies.

The settlement dates, dollar amounts to be received
and contractual exchange rates of the consolidated
entity’s outstanding contracts at balance date are:

United States dollars {to AUD) - Buy AUD, Sell USD

Up to 12 months - at rates averaging

USD 0.6832 (2002 USD 0.6213) 10,978 131,984
Exceeding 12 months - at rates averaging

USD Nil (2002 USD 0.6459) - 27,096

New Zealand dollars (to AUD) - Buy AUD, Sell NZD
Up to 12 months - at rates averaging
Nil To NZD {2002 1.1914 to NZD) . 12,580

New Zealand dollars (to AUD) - Buy NZD, Sell AUD
Up to 12 months - at rates averaging
1.1221 To NZD {2002 Nil) 4,000 -

Great Britain Pounds (GBP) - Buy AUD, Sell GBP
Up to 12 months - at rates averaging GBP 0.3759
to AUD (2002 GBP 0.3758 10 AUD) - 867

Great Britain Pounds (GBP) - Buy GBPR, Selt USD
Up to 12 months - at rates averaging USD 1.6549
to GBP (2002 USD 1.4784 to GBP) 52,048 38,709

Great Britain Pounds (GBP) - Buy USD, Sell GBP
Up to 12 months - at rates averaging USD 1.6373
to GBP (2002 USD Nil} 4,525 -

Great Britain Pounds (GBP) - Buy GBP, Sell Euro
Up to 12 months - at rates averaging Euro 1.4278
to GBP (2002 Euro 1.5820 to GBP) 25,764 18,793

10,978 131,984

.- 27,096
. 12,590
4,000 -

- 867
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NOTE 31. FINANCIAL INSTRUMENTS {continued)

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
$'000 $'000 3000 $'000
Great Britain Pounds (GBP) - Buy Euro, Sell GBP
Up to 12 months - at rates averaging Euro 1.4170
to GBP (2002 Euro 1.5954 to GBP) 3,828 602 - -
At balance date net deferred costs on these contracts
calculated by reference to the current forward rates
for contracts with similar maturity profiles amounted to: 206 19,418 406 20,233 -

The actual financial result will be dependent upon the exchange rate at the settlement dates and will be brought to
acceunt within future sales revenue in accordance with note 1{c).

(ii} interest rate swap contracts

Bank loans of the consolidated entity currently bear an average variable interest rate of 3.89%. It is policy to protect part
of the loans from exposure to increasing interest rates. Accordingly, the consolidated entity has entered into interest rate
swaps under which it is obliged to receive interest at variable }ates and to pay interest at fixed rates. The contracts are
settled on a net basis and the net amount receivable or payable at the reporting date is included in other debtors or other
creditors.

The contracts require settlement of net interest receivable or payable within 90 days. The settlement dates coincide with
the dates on which interest is payable on the underlying debt.

Swaps currently in place cover 100% (2002 - 52.1%) of the loan principal outstanding and are timed to expire as each loan
repayment falls due. The balance of the swaps expire by 17 September 2003. The fixed interest rate is USD Nil% {2002 -
5.61%), GBP 4.95% (2002 - 4,.895%) and the variable rates are equal to the 90 day Libor for the GBP swap, which at last
setting was GBP 3.64%,

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
5'000 $'000 $'000 $'000
At 30 June 2003, the notional principal amounts and
periods of expiry of the interest rate swap contracts
are as follows:
Less than 1 year {2002 - US$20M} - 35,467 - -
Less than 1 year (GBP 5M) 12,382 - . -
1- 2 years (2002 - GBP 5M) Co- - 13,632 - -
12,382 48,999 - -

tiii} Interest rate risk exposures

The consolidated entity’s exposure to interest rate risk arises predominantly from assets and liabilities bearing variable
interest rates as the consolidated entity intends to hold fixed rate assets and liabilities to maturity. The effective weighted
average interest rate for each class of financial assets and financial iiabilities is as follows:
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NOTE 31. FINANCIAL INSTRUMENTS (continued)

Fixed interest maturing in:

Floating
interest rate 1yearorless Over1to5 Morethan5 Non-interest Total

2003 Notes $'000 $000 years $'000  years $'000__ bearing $'000 $'000
Financial assets
Cash and deposits 29 78,617 - - - - 78,617
Receivables 5 - - . - 134,493 134,493

78,617 - - - 134,493 213,110
Weighted average interest rate 3.1%
Financial tiabilities
Bank overdrafts and loans 12 8,292 - - - - 8,292
Trade and other creditors 11 - - - - 140,758 140,758
Interest rate swaps* (12,382) 12,382 - - - -

(4,090) 12,382 - - 140,758 143,050
Weighted average interestrate = . 6.0% 4.95%
Net financial assets / (liabilities) 82,707 (12,382) - - (6,265) 64,060
* Notional principal amounts
2002
Financial assets .
Cash and deposits 29 71,202 - - - - 71,202
Receivables 5 - - - . 158,958 158,958

71,202 - - - 158,958 230,160
Weighted average interest rate 4.48%
Financial liabilities
Bank overdrafts and loans 12 94,052 - - - - 94,052
Trade and other creditors 1 - - - - 129,534 129,534
Interest rate swaps* 148,999) 35,467 13,532 -

45,053 35,467 13,532 - 129,534 223,586
Weighted average interest rate 5.63% 5.80% 4.95%
Net financia) assets / {liabilities) 26,149 {35,467) {13,632) - 29,424 6,674

* Notional principal amounts
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NOTE 31. FINANCIAL INSTRUMENTS (continued)

Reconciliation of net financial assets to net assets

2003 2002
Notes $'000 $'000
Net financial assets as above 64,060 6,574
Non-financial assets and liabilities
Inventories 88,582 75,905
Investments 7 5,503 4,090
Property, plant and equipment 206,104 221,132
Intangibles 10 55,428 76,473
Other assets 9 19,666 10,983
Tax liabilities 13 (25,331) {20,206}
Provisions 14 (17,042) {36,113)
Net assets per statements of financial position 336,970 338,838

(iv} Nlet fair value of financial assets and liabilities

The net fair value of financial assets and liabilities approximates their carrying amounts. The loans advanced under the
Sims Group Limited Employee Share Ownership Plan (note 21(ii}) are repayable by 2004 at the latest {loans advanced in

November 1999). The employees will also provide services over the periods of the loans which will be held until maturity.

of these loans is not considered materially different from their book values.

. In these circumstances and with the current and forecast low interest rates and the continuing repayments, the fair value
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The directors declare that the financial statements and notes set out on pages 31 to 74:

{a) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting
requirements; and

{b) give a true and fair view of the Company’s and consolidated entity’s financial position as at 30 June 2003 and of their
performance, as represented by the results of their operations and their cash flows, for the financial year ended on that date.

In the directors’ opinion:
{a) the financial statements and notes are in accordance with the Corporations Act 2001; and

{b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable; and

{c) at the date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed Group

identified in note 23 will be able to meet any obligations or liabilities to which they are, or may become, subject by.
virtue of the deed of cross guarantee described in note 23,

This declaration is made in accordance with a resolution of the directors.

P K Mazoudier
Chairman

FEF

J L Sutcliffe
Group Chief Executive

Sydney 28 August 2003
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AUDIT REPORT

to the members of Sims Group Limited

Audit opinion

In our opinion, the financial report of Sims Group Limited, set out on pages 31 to 75:

+ gives a true and fair view, as required by the Corporations Act 2001 in Australia, of the financial position of Sims Group
Limited and Sims Group {defined below) as at 30 June 2003, and of their performance for the year ended on that date

- is presented in accordance with the Corporations Act 2001, Accounting Standards and other mandatory professional
reporting requirements in Australia, and the Corporations Regulations 2001.

This opinion must be read in conjunction with the rest of our audit report.

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement of cash
flows, accompanying notes to the financial statements, and the directors’ declaration for both Sims Group Limited (the
company) and Sims Group (the consolidated entity), for the year ended 30 June 2003. The consolidated entity comprises
both the company and the entities it controlled during that year.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report

in accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adeguate accounting
records and internal controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order 1o express an opinion to the members of the company. Our audit was
conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to whether the
financial report is free of material misstatement, The nature of an audit is influenced by factors such as the use of professional

- judgement, setective testing, the inherent limitations of internal control, and the availability of persuasive rather than

conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with
the Corporations Act 2001, Accounting Standards and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s and the consolidated entity's financial position, and of their
performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

- examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
report, and

+ assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

We read the other information in the Annual Report to determine whether it contained any material inconsistencies with
the financial report.

While we considered the effectiveness of management'’s internal controls over financial reporting when determining the
nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

Cur audit did not involve an analysis of the prudence of business decisions made by directors or management.




j30dais jenuue dﬂOHE)'SII\IIS

L e

] N D E P E N D E N T
AUDIT REPORT

to the members of Sims Group Limited
independence

In conducting our audit, we followed appticable independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001,

" oo Copars,

PricewaterhouseCoopers

Qtﬁ‘ % ;@ Ao
W H B Seaton
Partner

Sydney 28 August 2003
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Voting Rights .

Voting rights attaching to the ordinary shares are, on a show of hands, one vote for every person present as a member,
proxy, attorney or representative thereof and, on a poll, one vote per share for every member present in person or by
proxy, attorney or representative.

The employee options carry no voting rights.

Substantial Shareholders
Ordinary Shares

Barclays Global Investors Australia Limited 7,614,762
AMP Limited 6,541,329
GMO Australia Limited 4,691,369

Distribution of Holdings

‘ Holders Ordinary Shares

1 - 1,000 7021 7 4583841

1,001 - 5,000 9,284 22,200,434

5,001 - 10,000 1,173 8,456,407

10,001 - 100,000 493 10,441,224

100,001 and over 49 47,094,659

Total 18,020 92,776,565

Number of holders of less

than a marketable pqrcel 170

Stock Exchange Listing
The Company's ordinary shares are quoted on the Australian Stock Exchange.

ADR Facility

The Company has a sponsored American Depositary Receipt (ADR) facility with the Bank of New York. ADRs trade on the
over-the-counter market in the United States of America under cusip number 829202100 with each ADR representing four
ordinary shares. Further information and investor enquiries on ADRs should be directed to the ADR Depositary listed in
the Corporate Directory.

Shareholder Enqguiries

The Share Register of the Company is maintained by Computershare investor Services Pty Limited, Sydney. Enquiries
from investors regarding their holdings should be directed to Computershare at the address listed in the Corparate
Directory.

Unquoted Equity Shares

No. on Issue No. of holders
Options issued under the Sims Group
Limited Group Employee Option Plan
to take up ordinary shares 10,000 1
Options issued to Mr J L Sutcliffe,
the Group Chief Executive 193,798 1

Buy-back
The Company currently has an on-market buy-back in place.




yJ0do9s jenuue dnouE)lSWlS

6L

S

IN

HAREHOLDER

@RMAW@N

as_at. 19 September 2003

Twenty largest shareholders

Lo A ol

N =2 e ok 2 e 2 ed w2 o (D
D WO~ e W O

J P Morgan Nominees Australia Limited
National Nominees Limited

AMP Life Limited

Westpac Custodian Nominees Limited

RBC Global Services Australia Nominees Pty Limited <Pipooled A/C>

ANZ Nominees Limited

Cogent Nominees Pty Limited
Commonwealth Custodial Services Limited
Queensland Investment Corporation

. Citicorp Nominees Pty Limited <CFS Future Leaders Fund A/C>
. Citicorp Nominees Pty Limited

. Cogent Nominees Pty Limited <SMP Accounts>

. Government Superannuation Office (A/C State Super Fund)

. Citicorp Nominees Pty Limited <CFSIL CFS WS Small Comp A/C>
. UBS Nominees Pty Ltd <Prime Broking A/C>

. NRMA Nominees Pty Limited

. Sandhurst Trustees Ltd <Aust Ethical Equities A/C>

. PSS Board

. RBC Global Services Australia Nominees Pty Limited <PIIC A/C>
. CSS Board

No. of Shares % Held
9,880,954 10.65
4,789,931 5.16
3,975,619 4,29
3,969,739 4,28
2,396,128 258
2,377,544 2.56
1,793,447 1.93
1,503,815 1.62
1,490,981 1.61
1,434,588 1.58
1,236,001 1.33

810,193 0.87
739,507 0.80
703,050 0.76
680,118 0.73
670,969 072
541,334 '0.58
502,129 0.54
494,077 0.53
464 991 0.50
40,455 115 43.59
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